ESTABLISHED 1839 


== The COMMERCIAL and 
FINANCIAL CHRONICLE 


Reg. U. 8S. Pat. Office 





Volume 171 Number 4914 


New York, N. Y., Thursday, June 8, 1950 


Price 30 Cents a Copy 





EDITORIAL 


As We See It. 


Again We Ask: “What Is This ‘Point IV’ 


Business?” 





When in January of last year the President 
came forward with his grandiose proposal of 
some “bold new” plan for effecting revolutionary 
changes in the lot of many of the so-called back- 
ward peoples of the world, a great many citizens 
of this land of ours wondered just precisely what 
the Chief Executive had in mind. It is rather 
more than doubtful if the President himself 
could have enlightened them very much. “Point 
IV”—as this suggestion has since become known 
since it was the fourth in a series of proposals 
in the President’s inaugural address — has re- 
mained a mystery and a subject of much specula- 
tion and rumor. 


The business began, so apparently reliable ru- 
mor has it, with a feeling of need on the part of 
the newly re-elected Mr. Truman for some electri- 
fying program in the foreign field which would 
follow worthily in the footsteps of the “four 
freedoms.” Effort has been frequent if not con- 
stant ever since to put some definite meaning 
into phrases then assembled for their effect upon 
the rank and file. Word from Washington has 
varied from solemn assertions that no great ex- 


penditure of funds was contemplated to grape- 
vine reports that presently billions would be 
poured annually into these underdeveloped lands 
—to help the poor heathen, to enrich the people 
of the United States and to keep these areas from 
the clutches of the Kremlin. The reception the 
matter received last week in Congress was hardly 
encouraging to those who have been counting 


Continued on page 26 





We maintain active markets in: 


*Tennessee Gas 
Transmission Co. 


Abolish Farm Price 
Support Program! 


By PAUL C. JOHNSON* 
Editor “Prairie Farmer” 


Asserting “hot house” treatment of farmers through sub- 
sidies “has put them out on limb,” prominent editor of 
agricultural journal calls for re-examination of whole 
farm program. Opposes allotments and quotas and 
other bureaucratic devices, and attacks present agricul- 
tural price support methods. Says Brannan plan would 
make farmer dependent on Uncle Sam for income and 
would lead to Socialism. Calls for return of free com- 
petitive market and greater self-reliance on part of agri- 
culture but upholds subsidies for soil conservation. 
Says aid to the marginal farmer, through educational 
instruction and credit or through building industries in 
rural areas, is needed. 


I dare say a large proportion of the men and women 
in this audience were recruited from the farm in their 
youth, and like most of other business people, you have 
a sentimental interest in what goes on on the land. But, 
being bankers, you also have a pretty 
good idea of the strong influence of 
farm economics on the economy of 
our whole country. You know that a 
healthy farm situation helps give 
tone and substance to business every- 
where, and that it has a direct influ- 
ence on better than 50% of our peo- 
ple even if less than 20% are now 
active farmers. 

You also know that, notwithstand- 
ing a lot of sweat and stew over the 
years about farm relief and farm 
programs, American agriculture has 
continued to be richly productive, 
and farm people have resisted with 
remarkable success the plague that 
business as a whole has wrestled with 
to get more is to do less. 
during our generation—the false doctrine that the way 
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Paul C. Johnson 


*An address by Mr. Johnson before the Illinois State Bankers 
Convention, Chicago, Ill., June 6, 1950. 


PUBLIC UTILITY ISSUE NEXT WEEK—The “Chronicle” of Thursday, June 15, will feat- 
ure the proceedings of the Edison Electric Institute Convention at Atlantic City, N. J. 
The same issue will contain pictures taken at the recent outing of the Bond Club of 


New York. 


The Perils of Chronic 
Deficit Financing 


By JOSEPH STAGG LAWRENCE* 
Vice-President, Empire Trust Co., New York City 


Dr. Lawrence, in calling attention to continuous deficit 
financing as leading to inflation and national bankruptcy, 
says Federal Government is ignoring basic rule of public 
finance by not living within its income. Holds our pres- 
ent paper money system is a species of fraud and warns 
of delusion that chronic deficit financing can lead to per- 
manent prosperity. Calls upon bankers to avoid their 
own slaughter by educating public to the perils of deficit 
spending and spreading knowledge regarding danger of 
our present irredeemable currency system. 


Uncle Sam, in living deliberately, consciously, and 
continuously off the cuff, is challenging one of the basic 
canons of banking and business. It is a first rule in that 
real world in which all of us live that our expenses must 
in the long run be kept within the 
limits of our income. The business 
that violates this rule goes broke. 

The banker who disregards this rule 
soon finds that he is no longer a 
banker. 


All the procedures of banking in- 
volved in the examination of a loan 
applicant stress the necessity of ad- 
justing outgo to income. In fact the 
applicant who deliberately refuses to 
apply this rule to his own business is 
an applicant who thereby becomes a 
poor credit risk. Unless he can show 
excellent reason for temporary fail- 
ure to live within his income, he is 
usually turned away from banking. 
doors. 


As we examine this applicant, we 
ask him a series of questions, all of which are designed 
to determine the prospective success of this borrower in 
living within his income and showing, at the end of the 
loan period, an accumulation sufficient to service the loan. 


Continued on page 33 


*An address by Dr. Lawrence before the Illinois Bankers Aseocia- , 
tion, Chicago, Ill., Jume 7, 1950. 
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The Security I Like Best 


A continuous forum in which, each week, a different group of experts 
in the investment and advisory field from all sections of the country 
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Member, N. Y¥. Stock Exchange 


/ 


(American Cyanamid 312% Con- 
vertible Pfd. and Phillips Petro- 
leum 2°4% Convertible Pfd.) 


Because of exceptional growth 
possibilities and a limited capital 
risk two convertible issues in my 
opinion afford the best medium 
forinvest- 
ment at this 
timé. They 
are: (1) Amer- 
ican Cyana- 
mid new con- 
vertible pre- 
ferred 342% 
"OE" £10869) 
which is con- 
vertible into 
the common 
at 72. This is 
the present 
price of the 
common at the 
time of this 
writing; and 
(2) Phillips Petroleum convertible 
234s of 1975 (10742), which bonds 
are convertible into common at 
70. The common is selling at 67 ‘2. 

The companies are aggressively 
managed and are devoted to re- 
search and invention. Together 
they represent an investment in 


Richard A. Eising 


science, in chemicals, _ ethical 
drugs, oil and natural gas. 

Moreover, the safety factor is 
not based on the above average 
future prospects of these com- 
panies. Given such adverse mar- 
ket conditions that Cyanamid and 
Phillips common halved in price 
from current levels, it is reason- 
able to assume that the converti- 
ble issues would suffer no more 
than a 10% decline. On a straight 
money basis the Phillips Petro- 
leum 2%s of 1964 sell for 102%. 
On the other hand when American 
Cyanamid sold at 35 last year the 
34%2% series A convertible pre- 
ferred held at 99—some 17 points 
above this preferred’s value in 
terms of common at the time. 
(This stock is convertible into 
2.35 common.) 

In cther words, these issues sell 
fairly close to their pure invest- 
ment basis where they would 
stand on their own feet—‘ex” tne 
conversion feature. In addition, 
these senior securities would al- 
most immediately participate in 
any rise in price in the common 
stocks. 

For those investors satisfied 
with moderate current return and 
who seek growth through imagi- 
nation, research, and development 
with relative safety, these issues 
appear to be eminently suited. 


WALTER D. FIXTER 
Manager, Municipal Bond Dept., J. W. Sparks & Co., Philadelphia 


(Chester (Penna.) Municipal Authority, Water Revenue Issues) 


Ever since the Municipality 
Authorities Act of June 28, 1935 
was enacted into law in the Com- 
monwealth of Pennsylvania and 
since amended 
(May 20, 1937 
and May 17, 
1939) there 
has been ex- 
treme activity 
in the financ- 
ing of water, 
sewer and 
now, school 
aufhorities. 
These munic- 
ipally - oper- 
ated revenue 
projects have 
all been well- 
conceived and 
readily mar- 
keted to the 
astute purchaser 
securities. 

In the writer’s opinion there is 
one, however, which assumes the 
characteristics of a well-founded 
and conceived project and the re- 
sulting financing through bond 
issues of a tax-free nature has 
proved both satisfactory and at- 
tractive. Reference is made to the 
Chester (Penna.) Municipal Water 
Authority with its first financing 
occurring in December, 1939 
through the issuance of $5,900,000 
principal amount of 3%4% water 
revenue bonds maturing serially 
from Dec. 1, 1940 to Dec. 1, 1979. 
The proceeds derived from this 
original financing were used to 
purchase for the authority the 
physical properties of the old 
Chester Water Service Company 
which company had served tlhe 
City of Chester and surrounding 
communities with water both for 
home and industrial use. This lat- 
ter company, as a corporate body, 
was a well-managed, successfully 
operated income-producing serv- 
ice utility as was evidenced by a 
Moody Rating of A given to the 
bonds issued by Chester Water 
Service Company. 

In later years it was decided to 
create a new source of water sup- 
ply for its consumers and to dis- 
continue the use of the Delaware 


River. After a thorough investi- 


Walter D. Fixter 


of tax-exempt 


gation Octoraro Lake, approxi- 
mately 40 miles to the west by 
north of the City of Chester, was 
selected. To create this new dam 
supply, extensive financing was 
necessary. As a consequence, dur- 
ing the past four or five years ad- 
ditional bond issues have been 
marketed toward the completion 
of this program and present in- 
dications point to the final phase 
of financing in the form of an ad- 
ditional issue of serial and/or 
term bonds in the amount of ap- 
proximately $4,500,000, such of- 
fering to be made available to the 
public some time during the year 
1951, The whole Octoraro Project 
should cost in the neighborhood 
of $14,000,000. 


All of the above is normal fi- 
nancial procedure. It is important 
to note, however, and to bear in 
mind the terms of the Indenture 
covering the original issue of 
bonds dated Lec. 1, 1939. In this 
Indenture covenants are made 
that all net revenues after (1) op- 


eration and maintenance charges 
and (2) renewal and replacement 
charges must be placed in a sep- 
arate fund to be known as “Ches- 
ter Municipal Authority Revenue 
Bond Debt Service Fund” and 
used solely for the protection and/ 
or benefit of the bondholders. 
These covenants pertain to any 
issues of bonds subsequent to 1939 
and issued on a parity with the 
34% securities of that year and 
exist as long as there are any 
bonds of the 1939 issue outstand- 
ing which means, in other words, 
to the year 1979. Furthermore, 
inasmuch as this project under the 
old set-up (Delaware River water 
supply) was capable of producing 
excellent revenues its future ca- 
pacity to perform under the Octo- 
raro source of supply would seem 
to warrant the same _ success. 
Monies accumulated in this Debt 
Service Fund can only be util- 
ized in the purchase of U. S. Gov- 
ernment obligations and for the 
purchase, in the open market, of 
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American Cyanamid 342% Conv. 
Pref. and Phillips Petroleum 
234% Conv. Pref.—Richard A. 
Eising, Member of New York 
Stock Exchange. (Page 2.) 


Chester (Penna.) Municipal Au- 
thority Water Revenue Issues— 
Walter D. Fixter, Manager of 
Municipal Bond Dept., J. W. 
Sparks & Co., Philadelphia, Pa. 
(Page 2.) 


Canadian Pacific Railway Com- 
mon Stock—Sidney R. Winters, 
Manager of Security Research 
Dept., Abraham & Co., Members 
of New York Stock Exchange. 
(Page 30.) 


=—————————————————OOOOOOOO 


Chester Municipal Authority is- 
sues and if the latter is done such 
bonds are to be immediately can- 
celled. The history of revenues 
produced by the Authority’s op- 
erations bears proof of ready and 
sizable accumulation of monies 
in this Debt Service Fund. 


To illustrate the possibility of 
sizable money accrual in this 
fund it is to be noted that in the 
year 1949 the Debt Service Fund 
purchased and subsequently can- 
celled approximately $1,325,000 
principal amount of its own Au- 
thority bonds, of which $1,242,000 
were bonds of the issue of $5,680,- 
000 sold publicly on Dec. 3, 1949. 
Likewise, at the year-end, Dec. 31, 
1949, the Debt Service Fund 
showed a balance of cash and se- 
curities approximating $774,185. 
In this Fund there was cash of 
$470,456 and U. S. Government 
bonds in the amount of $353,- 


729.18. This certainly indicates a 
rapid accumulation of money in 
the Debt Service Fund and such 
accumulation undoubtedly will be 
expedited when the completion of 
the new Octoraro water supply is 
accomplished late in 1951. The 
capacity of this new system will 
assure the City of Chester a maxi- 
mum supply of 34,000,000 gallons 
per day, sufficient for many years 
to come. Based upon past per- 
formance and future patronage 
for its new water and resulting 
increase in revenue, it is estimated 
that monthly accruals to the Debt 
Service Fund will be substantial. 
I believe that the provisions 
and covenants of this 1939 In- 
denture are most unusual and do 
not represent the normal course 
of financial proceedings. Not until 


1979 will the Chester Municipal 
Authority be permitted to set 
aside in the Debt Service Fund 


only those monies necessary for 
principal and interest required for 
a period say of one to two years 
and then use surplus revenues for 
general purposes, It is quite evi- 
dent that the covenants found in 
this Indenture are most definitely 
to the best interest of the pur- 
chasers and holders of bonds of 
the various Chester Municipal 
Authority issues. Such provisions 
and covenants should provide pro- 
tection to the bondholders, stabil- 
ity of market value and an un- 
usual margin of safety as to prin- 
cipal and interest payments. 

I believe that the unusual cir- 
cumstances noted above lend an 
attractiveness to the bonds of this 
Authority to the point of satisfy- 
ing the most cautious and astute 
investor. 


Continued on page 30 
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European Steel-Coal Union: 


Cartelization in Disguise 


By MELCHIOR PALYI 


Contending proposed Western European Steel-Coal Union is in 
reality new version of the old international steel cartel, Dr. 


Palyi attacks it as 


“a monolithic and monopolistic monster 


that does not mean a single step toward ideal of transcending 


national frontiers.” 
‘Snternationalization” 
unbalance as well 


I 


Mountains labor and a mouse is 
born. And it is not an innocent 
little mouse either. 

Western Europe’s __ salvation, 
supposedly, is 
in union or 
integration 
(the good old 
One World cut 
down to size). 
Now, we have 
what is being 
advertised as 
the first step 
in European 
integration 
and co-ordi- 
nation: the 
Franco - Ger- 
man steel-coal 
pool. E.C.A.’s 
perennially 
optimistic Mr. 
Paul G. Hoffman hails it “as a 
sign that free Europe does not 
mean to tarry on the road to 
unity, strength and security.” 

That it is in reality a new ver- 
sion of the defunct international 
steel cartel—which the shrewd 
Monsieur Loucheur promoted in 
the 1920s under pacifistic slogans 
—should be obvious, all denials 
notwithstanding. There is this 
difference, however; the old cartel 
left untouched the independence 
of its members. The proposed pool 
is to be totally centralized. It will 
be a trust rather than a mere 
cartel. At any rate, it is a mono- 
lithic and monopolistic monster 
that does not mean a single step 
toward the ideal of “transcending 
national frontiers.” To integrate, 
the participants would have to re- 
duce trade barriers and eliminate 
monetary restrictions, swap deals, 
etc. Nothing of the kind is in- 
volved here. What is involved is 
a more complete protectionism for 
the super-protectionists. 

To French eyes, the monster 
is a beauty. Their hothouse-bred 
and spoon-fed heavy industry will 
be protected against its most for- 
midable rival. Together with the 
Saar, which is French in all but 
mame, France is to have the 
weight—-presumably 54% of. the 
vote—to choose the “high author- 
ity whose decisions will be bind- 
ing” to all concerned. And in 
view of the fact that French coal 
is fully nationalized the “high au- 








Dr. Melchior Palyi 


thority” could be no one but 
a_ high official or trustee of 
the French Government. In other 


words, that government will have 
the power to fix prices and 
wages, to determine investments, 
to allocate export quotas and 
markets, etc. Full control over 
Germany’s war industrial poten- 
tial as well as over her basic com- 
petitive power is a worth-while 
return to the French for revers- 


Foresees difficulties which may lead to 
of industries, and all-round industrial 
as overproduction. 


ing their postwar attitude of ob- 
structing Germany on every occa- 
sion. If other Continental Euro- 
pean countries join, they are 
bound to support France so as to 
out-vote the Germans (whose re- 
sentment against the French pol- 
icy in the Saar is to be softened, 
too, by the “bold” French move). 

Germany, in turn, is anxious to 
submit. The cartel is a great 
advantage over her present sta- 


tion. She wins French benevo- 
lence. Probably, she will be per- 
mitted to expand her = steel 


capacity from the present 11.1 
million tons per year imposed by 
the Level of Industry Law to 
some 12.5 million tons. German 
know-how will be permitted to 
participate in the (American fi- 
nanced) development of French 
colonies. In short, the Germans 
would rise from underdogs to 
partners of France—if very ju- 
nior partners only. 

As was to be expected, Mr. 
Acheson embraced the concoction 
of Monsieur Schuman and Herr 
Adenauer, and Mr. Truman joined 
in the embrace enthusiastically. 
So did the American press, with 
one or two notable exceptions. 
Mr. Bevin approved it reluctantly. 
The British have reason to worry 
about the competing (or rather 
dumping) power of the monster. 
They, too, will rejoice if it turns 
the trick of making Congress feel 
happy over Europe’s apparent 
progress in “unification.” That 
might help to loosen the strings 
of the dollar-purse. But the 
British Conservatives, cartel- 
minded as they are, indulge in 
fantastic eulogies; “Time and 
Tide’ compares the _steel-coal 
“statesmanship” with Churchill’s 
proposal of an Anglo-French 
union in 1940. 


Il 


How is the steel-coal 
to operate? It is to “equalize” 
prices, which presupposes the 
equalization of costs. That was 
the first point on which the dis- 
cussion of details started in Bonn 
between Chancellor Adenauer and 
Director Monnet of the French 
Planning Commission. For one 
thing, the French claim that their 
higher social security burden adds 
an extra 20% to costs. Then, their 
wage rates are higher than those 
in Germany. But there is more 
to differentials in labor costs than 
wage rates plus open and con- 
cealed payroll taxes. And there 
is more to cost-differences than 
labor costs alone. In short, cost 
coordination or “equalization” 
amounts to total planning of 
these basic industries with a vast 
number of products of widely di- 


Continued on page 19 
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The Near-Term Business Outlook 


By EDWIN B. GEORGE* 


Director, Economics Department 
Dun and Bradstreet, Inc., New York 


Asserting we are now standing at the highest financial point in 
our history, and makings of another six months of prosperity 
is evident, business economist lists high consumer spending and 
continued heavy government spending as maintaining activity. 
Points out reasons why there was no basic cave-in during 1949, 
but looks for some reduced consumer spending and less con- 
sumer saving after completion of insurance refunding to Gl’s. 


I submit herewith two versions 
of what may happen to us dur- 
ing the rest of 1950. You may 
find both of them plausible; and 
I trust that 
you will per- 
mit me to put 
the opposing 
arguments in 
the vernacu- 
lar, where 
alone, as I 
willtry to 
show, many of 
them can sur- 
vive. 

First let us 
enjoy the 
happy carol, 
to wit: Busi- 
ness generally, 
withonly 
a few soft 
spots, is at a high level. Con- 
struction for this year will prob- 
ably outdo last year’s banner per- 
formance. Hitherto drooping ma- 
chine tool sales and tell-tale gear 
and paperboard sales are all look- 
ing up. Investment in new equip- 
ment, generally number one In 
the gloom books, is actually ris- 
ing. Retail sales are at a peak. 
Automobiles cannot slide serious- 
ly because 58% of existing cars 
are still 8% years old or older. 
Public works are both obsolete 
and in serious arrears. Federal 
deficits are deplorable but won- 
derful for today’s business. Pri- 
vate finances are strong. What 
more could we want? ein 

Plenty, croak the pessimists, 
who were probably not even lis- 
tening. In the first place, it is 
done mostly with mirrors — the 
mirrors of deficits. A Federal def- 
icit of close to $4 billion, consumer 
credit up $3 billion. Both eventu- 
ally incurring a cost that no one 
will want to pay. For consumer 
credit it will probably be this year. 
Through mortgage credit also we 
are borrowing business from the 
future, and will find the future 
rifled when it comes. All the 
beautiful things you have been 
saying belong in last September's 
forecast; they tell us nothing 
about next September. When 
housing turns down, as it may 
this year, it will not only take 
with it the buying power that it 
has been generating (through both 
down payments and new debt), 
but also open a long season of de- 
flationary debt contraction. Post- 
war plant expansion is completed, 
except for flurries. A~ rate of 
six-million-plus cars and trucks a 
year is fantastic. and cannot pos- 
sibly be sustained. The labor force 
is rising too rapidly for the eco- 
nomic system to absorb the an- 
nual additions. 


Edwin B. George 


*A paper by Mr. George before the 
National Savings and Loan League Con- 
vention, Chicago, Ill., May 31, 1950. 


What is the matter with these 
duelists — assuming improperly 
that very many observers in real 
life would line up so cleanly for 
either the white outlook or the 
black? There is truth in the par- 
ticulars cited on both sides. The 
main trouble is that, as it stands, 
the recital lacks any statistical 
weighting, any qualitative criti- 
cism, and any regard for inter- 
relationships of cause and effect. 
It adds horses and rabbits. It is 
also a meaningless mixture of 
short-term and long-term factors. 
Let us do our best, in one of the 
several ways available, to segre- 
gate the values. 

The immediate past is for ana- 
lytical purposes a part of the pres- 
ent, and a brief word picture is 
necessary. Almost everyone is 
agreed now on what some insisted 
on at the time—that there was no 
basic cave-in during 1949. We 
were witnessing an extraordinary 
inventory phenomenon. The loss 
of momentum provided by a spec- 
tacular rate of accretion in the 
last half of 1948, plus the actual 
decline in the last three quarters 
of 1949, added up to a reversal of 
spending force in this factor alone 
(and without regard for its own 
multiplying effects) that approxi- 
mates the extreme dollar rate of 
decline in total national activity. 
And there were some autonomous 
weaknesses elsewhere. Net ex- 
ports dropped, and plant and 
equipment outlays were obviously 
losing some of their momentum. 
The fact that in the face of this 
little bevy of adverse occurrences, 
GNP or total activity declined 
from a peak of $270.3 billion in 
the fourth quarter of 1948 to a 
low of $254.6 billion in the third 
quarter of 1949—or only $15.7 bil- 
lion—was to my mind an excel- 
lent testimonial to the persistence 
of underlying strength in the gen- 
eral situation. Some of the mani- 
festations of that strength become 
quickly apparent. We know what 
has happened in the fields of au- 
tomobiles and housing. Prices of 
key materials such as copper, lead, 
zinc, and scrap steel began to firm, 
as did orders for previously weak 
items of equipment. Inventories 
rose in the first quarter of this 
year. Total retail sales reached a 
new peak despite a decline in the 
proportion of disposable income 


that was spent by consumers and 
public and private credit contin- 
ued to expand; this partook of 
cause rather than manifestation, 
but for the present purpose it 
counts. Result: GNP has climbed 
back to nearly $264 billion, close 
to the old 1948 peak, the F.R.B. 
index of industrial production is 
now probably well over 190, unem- 
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ployment is temporarily at least ing developments we must first # to be 1,160,000 and we have 
back to an exacting “full employ- refresh our minds as to their rela- 


ment” level. 
Current Factors 


tive importance. Here is a conven- 
tional breakdown, together with 
contrasting figures for the first 


To appraise the effects of pend- quarter of last year: 
GROSS NATIONAL PRODUCT 


Consumers’ Expenditures 


Gross Private Domestic Investment___ 


New Construction 


Producers Durable Equipment 
Change in Business Inventories 


Net Foreign Investment 
Government Purchases 
Federal] 
State and Local 


Totals 


First Quarter 
—1949—- _ ——_1950-—_ 
$183.0 
41.0 
$20.1 


1.7 


*Declined thereafter through 1949. 


These are the three great pillars 
of whatever spending and there- 
fore of whatever material well- 
being America is to enjoy during 
the balance of this year. What- 
ever happens to each of them, with 
due allowance for its effect on the 
others, is a matter of personal 
concern to each of you. 

Let us first of all see if we can 
pin down one of the most volatile 
elements in a capitalistic system— 
private investment, or what we 
cail private gross capital forma- 
tion—and hope that we can pin 
it at a point auguring well for 
the future. If the term is not a 
customary one with you, some of 
its ingredients certainly will be. 
It includes producers’ plant and 
durable equipment, residential 
construction (nonfarm), changes 
in inventories, and net foreign 
balance on private account. Will 
these components separately and 
collectively be above or below 
those of the recent past? Because 
they are volatile, much of the fate 
of our forecast depends on the 
luck of our guesses: about them. 


Private Construction 


Let us first take a closer look 
at new private construction. This 
is really a congeries of items — 
plants, warehouses, residences, 
commercial buildings, stores, 
hotels, utilities, institutions, etc. 
—that I shall consider as a single 
package. Regrettably, I am not 
privy to the plans of all the ex- 
ecutives and contractors in the 
country, and have to rely on the 
testings of the various construc- 
tion authorities. I need hardly add 
that they disagree. There is a 
general feeling, however, that the 
weak spot in the picture is private 
business building, which in the 
opinion of some observers will 
continue a decline that has now 
lasted four years (at least in phy- 
sical volume, although not con- 
sistently in dollar terms). Per- 
sonally I would not be surprised 
to see an upturn in even this lag- 
ging sector of construction. It 
could be overdue. Of this group, 
industrial building has been the 
weakest; it has been weak long 
enough in a prosperous country. 
At the end of April it was running 
21% below the corresponding 
figure of last year, and 1949 as 
a whole was 30% behind 1948. In 
other divisions of the private non- 
residential field, however, there 
are elements of strength. Hospitals 
may jump 30% or thereabout; 
office buildings, stores and ware- 
houses should edge over last 
year’s mark; and while utilities as 
a whole are likely to be off, gas 
may run counter to the trend. 
Remember that I am talking about 
private business construction. 
Public construction will obviously 
be higher, and the wise men seem 
to agree that total volume without 
regard to source will reach an 
all-time high, beating even last 
year’s record by as much as a 
billion dollars. The resulting $20 
billion plus would set an awe- 
some pace. But we want to keep 
our accounts clean and overall 
government prospects will emerge 
in good time. 

It is really a presumption to tel! 


you anything about housing. You 
should be making the speech on 
this subject and I would grate- 
fully listen. But I have at least 
the obligation to disclose the as- 
sumptions I have made in com- 
piling my totals. 

‘We are in history’s greatest 
homebuilding boom. We have just 
witnessed the most. spectacular 
winter homebuilding season. Al- 
though the drama has centered on 
apartments, which in 1949 were 
41% above 1948, the largest num- 
ber of one-family houses were 
also started, squeaking out over 
what was then looked upon as 
1948’s glittering performance by 
about 3%. And as to recent and 
current performances, one might 
wonder if houses were to replace 
the flowers of spring in American 
folksongs. The 126,000 starts for 
April again broke the all-time 
monthly (April expenditures 
were up 60% over last year), and 
the resulting total of 396,000 starts 
for the first four months of 1950 
is more than 53% ahead of the 
1949 volume for the same period. 
It is almost an anti-climax to re- 
port the seeming agreement of ex- 
perts that we are headed toward 
another banner year. The mini- 
mum figure of 1,160,000 starts, as 
against 1,025,100 last year, has 
been mentioned to me and I shall 
tentatively use it. I shall not dis- 
tinguish between private and 
public. 

Always of interest in the now 
complicated housing field is the 
distribution over different types 
of financing categories. From in- 
formal conversations with Mrs. 
Shirley K. Hart, Director of Re- 
search and Statistics of the FHA, 
and others, the following approxi- 
mations are envisaged: 250,000 or 
more privately financed 2-or more 
family structure rental units 
might be put under construction 
in 1950 (as compared with 196,400 
in 1949)—perhaps half or there- 
abouts under Section 608, less 
than 50,000 now under Title VIII 
(military posts) and less than 
25,000 under Section 207 (cooper- 
ative and other rental projects), 
and more than 10,000 now under 
Section 203 (two to four family 
structures) — plus about 60,000 
rental units financed without 
benefit of any kind of FHA in- 
surance. As to _ single-family 
homes in 1950, some 250,000 plus 
units might be started under FHA 
inspection. At best, according to 
these authorities and Dr. Ewan 
Clague, U. S. Commissioner of 
Labor Statistics, privately 
financed one-family units will slip 
under last year’s comparable 792,- 
400 figure—although they may top 
700,000. 

(Parenthetically, I have been 
interested to notice, that of all 
lending groups, the savings and 
loan institutions have shown the 
least dependence on government 
aid, particularly FNMA, and have 
a higher proportion of conven- 
tional, i. e.. non-FHA and non- 
VA, loans than any other group.) 

On the overall basis, the ques- 
tion is still wide open as to the 
direction and shape of the housing 
trend through the rest of this year 
and beyond. If the total ‘or 1950 


already started 400,000, we do not 
need the experts to tell us that 
we can hardly expect starts 
throughout 1950 to continue at 
the level of 50% above 1949. 

Indeed matters may be put 
much more pointedly. If we as- 
sume that May starts merely equal 
those of April—a_ fantastically 
conservative assumption—the ag- 
gregate for the first five months 
of this year will be about 170,000 
units above that for the compar- 
able period in 1949. On this basis 
a total of 1,160,000 would imply 
for the last seven months as a 
whole a decline of 35,000 from 
1949. Even a total of 1,200,000 
would on the same basis represent 
only a nominal gain over last year 
in the balance of this year. Since 
it is probable that May will run 
well ahead of April and June will 
show a substantial excess over 
June of last year, it seems clear 
that we shall fall short of 1949 
performance in the second-half. 
And since the favorable record 
for last half of 1949 arose largely 
from a terrific fourth quarter, the 
bulk of the decline may be ex- 
pected to occur in the last three 
months. If you want my personal 
hunches for whatever they may 
have, they are as follows: Starts 
in May and June will exceed 
those in the comparable months 
of last year by enough to place 
the total for the first-half around 
225,000 units above first half of 
1949. I should think too that the 
summer months would not fall 
below last year’s hectic rates by 
more than a moderate amount— 
say, 20,000 units in aggregate. On 
these calculations, and assuming 
the year’s total to reach 1,160,000, 
starts during the fourth quarter 
would be about 70,000 units, or 
more than 25%, below the closing 
quarter of 1949. Whether or not 
this will be the upshot, I cannot 
say. But that a significant down-— 
turn is in prospect, seems unques— 
tionable. 

These comments, it must be re- 
emphasized, relate only to starts. 
Dollars expended on non-farm 
housing in the third quarter will 
doubtless be quite a bit above last 
year because of completions on 
the much higher rate of second 
quarter starts and perhaps higher 
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Total industrial production for the country as a whole the past 
week, notwithstanding a four-day work-period, managed to hold 
at a high level and to moderately exceed that for the comparable 
period in 1949. 


For the week ended May 20, latest available figures on em- 
ployment reveal that total continued claims for unemployment in- 
surance tapered slightly, while initial claims rose for the same 
period. 

For the month of May employment rose to 59,731,000, or a 
gain of 1,063,000 over April, according to the Department of Gom- 
merce. This was the highest level since August, 1949, the same 
source asserts, adding that only a lag in the number of farm 
workers kept total employment last month from topping 60,000,- 
000 for the first time since July, 1948. 

Unemployment in May dropped to 3,057,000, or a decrease of 
458,000 from the preceding month and the lowest since April, 1949. 


oo a ao 


Despite record-breaking steel output, order backlogs continue 
to swell under consumer pressure reminiscent of the frantic buy- 
ing in the scarcity market two years ago, and vacation curtail- 
~ ments next month promise further tightening in supply conditions, 
states “Steel,” national metalworking magazine. The mills already 
hold commitments extending into fourth quarter on light, flat- 
rolled products and carbon bars. Plate and shape deliveries are 
lengthening. Specialties, such as stainless and electrical sheets, 
are sold out for weeks ahead. Orders for line pipe extend into 
1954. Jobbers’ stocks of standard pipe are unbalanced and in- 
adequate to meet steadily rising demand. 


With carryover tonnage into third quarter promising to take 
most of that period’s production, consumers are turning increas- 
ingly to the premium markets for relief. As a consequence, the 
national metalworking authority notes, conversion business 
is rising and some converters now are reported booked into late 
fourth quarter. 


One of the most important bullish factors influencing steel 
market developments currently is the sharp advance in scrap 
prices, the magazine adds. Although mill buying is limited a rush 
for tonnage is on among brokers seeking to cover commitments 
in competition with conversion market purchasers, 


Isolated price advances on finished steel products continue to 
be made, however, despite sharply increased production and raw 
material costs, especially scrap. The view prevails that no general 
price increase by the large integrated steelmakers is in the cards. 
Capacity production and high earnings argue against such at this 
time. 








x * a 


The automotive industry the past week suffered a contraction 
in its record high output attained three weeks ago. 


The Memorial Day holiday, plus an additional day off the 
Monday previous at plants of General Motors Corp. and others, 
was responsible for the drop. Daily rates at several Chrysler 
plants showed further gains, while Saturday work is planned at 
a number of General Motors assembly plants, “Ward’s Automotive 
Reports” stated. 


A new record for a month’s passenger car production in the 
United States was set in May, with an estimated 581,317 units 
turned out. This agency predicted that this figure will be ex- 
ceeded by nearly 100,000 in June. 

a + + 

Building Activity in May exceeded the seasonal peaks reached 
in the fall of 1949 and 1948, the Departments of Labor and Com- 
merce report. Almost $2,000,000,000 of construction was put in 
place in May, 14% above April and over 20% above May, 1949. 
Reports of the National Lumber Manufacturers Association for the 
close of May indicate the building boom will continue strong in 
June. At the same time, two other reports showed trends that 
could slow down rapidly rising building costs. The lumber manu- 
facturers said production in the week ended May 27 was greater 
than new orders and the report of the Bureau of Labor Statistics 
noted that wage increases in the construction industry in 1950 
were smaller than a year ago. 

a a * 

There was a moderate month-to-month decline in the rate of 
new business incorporations during April last, although the num- 
ber remained substantially above the level of a year ago. It 
marked the seventh successive month to show an increase over the 
like month of 1949 with the number of concerns chartered total- 
ing 8,375, according to Dun & Bradstreet, Inc. This represented 
a drop of 8.8% below the March figure of 9,180, but a rise of 15.2% 
as compared with 7,273 for April one year ago. 


Steel Output Again Scheduled to Top 1,900,000 Tons 


American steel companies are adding more than 2,000,000 tons 
to their annual ingot capacity this year states “The Iron Age,” 
national metalworking weekly, in its current summary of the steel 
trade. In addition, they have already scheduled an increase of 
1,790,000 tons for 1951. Experience indicates that this figure will 
top 2,000,000 tons, too. The gains are coming from installation 
of new facilities and improvements to existing plants. 


These capacity increases—about 4,000,000 tons in two years 
—were disclosed in a confidential survey of the nation’s steel 
companies just completed by “The Iron Age.” They mean that in 
the six years following the war the steel industry will have added 
more than 11,000,000 tons to its steelmaking capacity. This addi- 
tional capacity alone would permit output of more steel than was 
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How to Expand Common 
Stock Investments 


By WINTHROP H. SMITH* 
Managing Partner, Merrill Lynch, Pierce, Fenner & Beane 
Members, New York Stock Exchange 


Executive of prominent stock exchange firm, denying there is 
any real shortage of equity capital, holds essential problem is 


to induce more people to buy 


stocks through education and 


publicity. Points out revolutionary shift, induced by high 
income taxes, in source of new capital from wealthy classes to 
middle income groups, thus causing “an acute shortage of 
capitalists.’” Recommends more action be taken by corpora- 
tions to spread business ownership and to dispell ignorance 
regarding common stocks. Urges corporation executives and 
managers hold substantial amounts of shares in their own 
companies and thus indentify themselves with interest of 
stockholders. 


I don’t believe there has been a 
meeting of industrialists, business- 
men or bankers in recent years 
that someone hasn’t talked about 
equity capital. 
If there was 
ever a ques- 
tion one would 
assume had 
been com- 
pletely cov- 
ered, certainly 
the equity 
capital prob- 
lem is it. 

But there is 
still a great 
deal to say 
about equity 
capital that 
hasn’t been 
said. A lot has 
also been said with which I am in 
sharp disagreement. Specifically, 
I don’t think there is any real 
shortage of equity capital. 


Equity capital has not been 
flowing through normal invest- 
ment channels at the rate our 
wealth and industrial activity 
should justify, but it can be made 
to flow. I know it can be done 
because my firm has had success 
with a number of new issues in 
the past several years and we an- 
ticipate still more success in the 
future. But I don’t want to get 
ahead of my story. 

I believe it may be helpful if I 
limit my field of discourse and 
define my terms so that we can 
explore this problem together 
without having our minds run off 
at tangents. There are two dif- 
ferent types of equity capital that 
I think should be distinguished. 
Legally and economically they 
are quite similar. From a prac- 
tical point of view they are vastly 
different. There is adventurous 
capital on one hand—money used 
to launch a new business or mon- 
ey needed for highly speculative 
ventures—and one the other hand 
additional common stock money 
used for expansion purposes by 
well established corporations. 


The biggest tears are shed over 
the lack of money for untried 
ventures. Taxes, government reg- 
ulations, the uncertainty of politi- 
cal action and the disappearance 
of the old pioneering spirit that 
motivated our forefathers are 
usually offered as the explanation 
of the shortage for this type of 
money, but I shall exclude this 
part of the problem completely 
from my discussion, not because | 
think it is unimportant, but for 
two much better reasons. My 
firm, as a matter of policy, does 
not engage in the underwriting 
of promotions or of venturesoine 
enterprises that do not have a rec- 
ord of earnings over a period of 
years. Consequently, I can claim 
no unique knowledge of these 
problems. Secondly, you gentle- 
men all represent companies that 


have long since passed this stage 
of corporate development and are, 





Winthrop H. Smith 





*An address by Mr. Smith before the 
27th Annual Conference of the American 
Management Association, New York City, 
June 2, 1950. 


therefore, potential clients for the 
kind of tunds we have available. 


Equity Capital for Going Concerns 


I proposed to talk about that 
part of the capital problem which 
I know best and which concerns 
you most directly—the raising of 
equity money for sound existing 
businesses that have demonstrated 
earning power. I think the prob- 
lem of raising equity money for 
going businesses involves enough 
critical questions to keep us well 
occupied this morning. 

When an established business 
needs money for capital expan- 
sion, theré are four main sources 
to which it can go. Traditionally, 
the corporation seeks private, in- 
dividual investors through invest- 
ment bankers, Secondly, it can re- 
invest its own earnings. 

In recent years another im- 
portant source of new capital— 
debt, of course, not equity—has 
been the institutional investors 
such as life insurance companies, 
fire insurance companies, and 
sometimes even banks. Finally, 
since the founding of the RFC, 
some businesses have taken their 
capital needs to a benevolent gov- 
ernment. 


What has happened to the indi- 
vidual private investor over the 
years? Has corporate manage- 
ment been forced to resort to the 
reinvestment of earnings, to gov- 
ernment handouts and to borrow- 
ing from institutional customers, 
or has it been a matter of choice? 
We have some acute problems 
here. 

Let us take a look at the indi- 
vidual, private investor for a few 
minutes. Specifically, I should 
like to try to answer two ques- 
tions. 

First, “Is he numerous enough 
and does he have enough money 
to supply the capital business 
needs?” 

Secondly, “What will induce 
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U. S. Supreme Court 
Rules Bond Premiums 
Are Tax Deductible 


Sustains lower court in decision 


permitting premiums to be figured 
as loss after callable date. 


An important decision of par- 
ticular interest to bond investors 
was rendered by the United 
States Supreme Court on June 5. 
It was ruled by a majority opin- 
ion of the court that an investor 
in computing his Federal income 
stock may deduct the premium 
paid when acquiring a bond over 
the par or call price value after 
the call date has arrived, even if 
the bonds were not sold or turned 
over for redemption. 

The case involved a premium 
paid for American Telephone and 
Telegraph Company bonds paid 
by Christian W. Korell who 
sought the deduction after pur- 
chasing 500 bonds in 1944. The 
bonds were 15-year 3% con- 
vertible debentures. They had 
$100 face value and were pur- 
chased at slightly over $121, and 
were callable by the company on 
thirty days’ notice at $104. The 
owner in figuring his 1944 income 
tax deducted $8,638, representing 
the difference between $60,638 
which the bonds cost him and 
$52,000 the price at which they 
were callable in 1944. The tax 
collector disallowed the deduction, 
but the United States Circuit 
Court in New York approved it, 
so the case was appealed to the 
Supreme Court by the govern- 
ment. 


J. P. Morgan & Go. 
Promotes Officers 


George Whitney, President of 
J. P. Morgan & Co. Incorporated, 
has announced that the board of 
directors has promoted the fol- 
lowing officers to be Vice-Presi- 
dents: Homer P. Cochran, Bar- 
keley Gaynor, Edward E. Norris, 
William B. Weaver, Jr. 

Mr. Cochran and Mr. Gaynor, 
both of whom joined the staff of 
J. P. Morgan & Co. in 1935, are 
the senior officers in charge of 
the investment advisory depart- 
ment., 

Mr. Norris joined the staff of 
J. P. Morgan & Co. in 1935, and 
is in charge of the department of 
analysis and statistics. 

Mr. Weaver, who joined the 
staff of J. P. Morgan & Co. in 
1932, has been in charge of the 
commercial credit department in 
General Banking. 

Also Renville A. Yetman and 
William G. Stott were promoted 
to be Assistant Vice-Presidents, 
and Harry E. Pendry to be Assist- 
ant Treasurer. 





CHURCH and INSTITUTIONAL FINANCING 


Markets maintained 
on all Catholic 


Church securities 


KEENAN & CLAREY, 


806 National Building 


MINNEAPOLIS 2, MINNESOTA 
Atlantic 3522 


Keenan & Clarey, Inc., un- 
derwriters of Catholic Church 
securities, offer over a quar- 
ter century of specialized 
experience based on financ- 
ing hundreds of structures 


throughout the United States. 


Inc. 
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British Socialism Has Failed! 


By RT. HON. LORD WOOLTON*« 
Chairman, Conservative Party in Great Britain 


Asserting Socialism has failed, 


prominent British conservative 


leader nevertheless holds the experiment in Britain has rendered 
service to world in playing up its defects. Says Labor Govern- 
ment has converted profitable competitive concerns into losing 
socialized industries, thereby incurring heavy burdens on tax- 
payers as well as raising prices to consumers. Contends work- 
ers have not benefited or increased their productivity. Lays 
fundamental error of Socialism to misunderstanding of human 
nature, which seeks individual self-advancement and profit. 
Defends limited health insurance, without extravagant lay- 
outs, and predicts Conservative victory in next election. 


I am honored that you should 
have considered giving me this re- 
ception, and I assume it to be your 
wish that I should tell you some- 
thing of the 
movement of 
political opin- 
ion in my own 
country. You 
may, indeed, 
like me to 
answer the 
question, “Is 
Great Britain 
moving down- 
hill to the So- 
cialist State?” 
The fact that 
that I put the 
question in 
that form in- 
dicates that I 
am not free from political bias. 
You will observe that I said 
“downhill” to the Socialist State. 

There are many people in my 
@wn country who would say, “You 
mean uphill to the higher life that 
comes from men ceasing to strug- 
elie against one another in a com- 
petitive world: to a life where a 
planned economy guides the life 
of the country, where the element 
of fear has been replaced by a 
perpetual and abiding sense of se- 
curity, where a system of heavy 
taxation opens up the Road to 
Heaven—for the Bible says, ‘It is 
easier for a camel to go through 
the eye of a needle, than for a 
rich man to enter into the King- 
dom of God’; you can’t become 
rich or stay rich in Great Britain 
—they have redistributed wealth.” 
That is how they would put it. 


Lord Woolton 





*An address by Lord Woolton at a 
testimonial dinner given by the Institute 
of Fiscal and Political Education, New 
York City, June 2, 1950. 
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These are the aspects of the the- 
ory of Socialism that brought 
many people in Britain — many 
people with fine ideals—into the 
Labor Party. It’s that theory that 
gave many of them a sustaining 
sense of right-mindedness. Even 
when the facts appeared to be 
running so obviously’ against 
them, and caused others to believe 
that the non-Socialist Party were 
the “‘big bosses,” people who were 
concerned more with _ personal 
profits than the welfare of the 
country, and who had succeeded 
in accumulating personal wealth 
out of the chaos and struggle— 
and indeed the misery — of the 
competitive world. Of these ideal- 
ist people let me say that, for the 
most part, their hearts ruled their 
heads, and were more active, but 
they have never erred in being 
too generous about their op- 
ponents. 


Before I proceed to the devel- 
opment of this argument, there are 
one or two things that I must 
make clear for personal reasons: 
the first is this—I am a visitor, 
enjoying the hospitality of your 
country, and nothing that I say 
must be taken either as criticism, 
or as support, of any acts of your 
own government. I have neither 
the competence nor the desire to 
comment upon it. Secondly, I want 
to make it abundantly clear that, 
whilst, I am considerably opposed 
to the domestic policy of the gov- 
ernment of my own country, I do 
not criticize its foreign policy. I 
would indeed add this—that I be- 
lieve the principle that you have 
adopted, of a bi-partisan foreign 
policy, is the right one for any 
country. Be that as it may, if 
there is anything that we don’t 
like about the actions of our own 
country in world affairs, the place 
to say it is at home, and not 
abroad. 


Problems of Human Relations 
Within a Country 


It is not to problems of foreign 
affairs that I propose to address 
myself today. I am concerned 
with the problem of human rela- 
tionships inside the economy of a 
country, and perhaps there are 
lessons to be learned from our re- 
cent experimenting in Britain. The 
discoveries of science, the enor- 
mous advance in technology 
through the application of sci- 
ence to our industrial and domes- 
tic life, the wide advancement of 
public education, have created 
circumstances widely different 
from those even of half a century 
ago. We must recognize the facts 
of change even though we realize 
that just as all action is not prog- 
ress, so all changes are not changes 





LAMBORN & CO., Inc. 


99 WALL STREET 
NEW YORK 5, N. Y. 


SUGAR 


Raw — Refined — Liquid 


Exports—I mports—F utures 


Digby 4-2727 











for the better. The unskilled la- 
borer of the past has become the 
man or woman who looks after a 
machine of infinite complexity. 
Both the agricultural worker and 
the factory worker have become 
mechanics, and the boy from the 
cottage home, or the tenement 
house, has found himself on the 
broad highway of education that 
leads from the primary school to 
the university, and from there on- 
ward and upward. We have be- 
come an educated people: and es- 
pecially is this so on political mat- 
ters in Great Britain as a result 
of the Education Acts of the 
Nineteenth Century. In industry 
there has been great change. The 
possessor of capital, who used to 
be the owner of his enterprise and 
the controller of its destiny, is 
now joined with others in extend- 
ing his ideas, and through public 
company organization limiting his 
risks. 

In this fluid state of society 
it is no wonder that the successes 
and the ambitions of some should 
have aroused the envy and, on oc- 
casions, the hatred of those who 
were less successful. People have 
surely wondered whether the suc- 
cesses of the few were not unduly 
rewarded, and whether a more 
equal distribution of wealth might 
not, in the end, raise the general 
standard of life of the whole com- 
munity. 

That is the way in which 
thought has been moving, and not 
only among people who were ac- 
tuated by envy: I would say that 
it has been almost a characteristic 
of the thought that was predomi- 
nant in the universities in my own 
country during the last quarter of 
a century. It is a line of thought 
that captured the British public 
after the war, and was, I think, 
mainly responsible for the return 
of the Socialist Government in 
1945 — a government that was 
pledged primarily to the Socialist 
creed of the nationalization of the 
means-of production, distribution 
and exchange; and which had also, 
as an essential part of its philos- 
ophy, the idea of a redistribution 
of wealth by government action, 
through taxation. 

As you know, Great Britain is a 
very old and mature country: new 
ideas can be grafted on to it with- 
out unduly disturbing the whole 
of its life, people take them quiet- 
ly and in good faith, not recog- 
nizing that behind them may be a 
deliberate and long-term plan to 
revolutionize society. We have 
been trying out the Socialist State 
during the last five years. I sug- 
gest that, in the process, we have 
given some service to the political 
thought of the world. It has been 
a sort of vivisection: we have 
survived in spite of it. If the 
people of America will learn 
rightly the lessons that have been 
derived from our experience, you 
will get some reward for the most 
generous way in which you have 
given financial support to the 
Government of Great Britain dur- 
ing this last five years. 


American Financial Aid and the 
Socialist Experiment 


Without your aid, this experi- 
ment in Socialism would have 
been wrecked by unemployment. 
Now Socialism has been tried, and 
many people—I think the majority 
—realize that it has failed, but, 
because we have had full employ- 
ment, and only socialism on a 
very limited scale, many people, 
encouraged by self-interested 
politicians, say that the one causes 
the other and that a return to full 
free enterprise means a return to 
unemployment. Let there be no 
mistake about the meaning of my 
words. I am glad that you gave 
aid to Britain. Your money has 
been well spent, and were it a 
proper subject of my speech to 
you tonight, I would develop the 
theme that the money that you 
have spent on the European Re- 
covery Program—in what we call 
“Marshall Aid”—has been expen- 
diture that has been actuated not 
only by a most praiseworthy spirit 
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From Washington 
Ahead of the News 




















By CARLISLE BARGERON 


Washington propaganda has been degenerating of late to 
the level of Broadway press agentry. It smacks of such old 
time city slicker stunts as Anna Held taking a bath in milk. 


Several months ago there appeared on the front pages of 
many Eastern newspapers a statement of Dave 
Lilienthal’s creed, what he conceived the 
American Democracy to be. It was spoken 
apparently on the spur of the moment before 
a Senate committee investigating his custo- 
dianship of the Atomic Energy Commission, 
and was immediately hailed by Leftist propa- 
gandists as one of the remarkable documents 
of our time, something that should be placed 
on the walls of the schoolrooms for the on- 
coming generations to read. I don’t think it 
got on many schoolroom walls but it was 
posted around the halls and offices of the 
Department of the Interior. 

The phoney thing about it was that it was 
not spontaneous as the public was led to be- 
lieve but had been prepared many days in 
advance with the collaboration of the Leftist 
propagandists who ballyhooed it and copies 
were promptly available at the committee hearing. The stunt, how- 
ever, didn’t serve to save Dave's job. 

Now just recently we have been treated to some more theat- 
rics. Out of a clear sky, Senator Margaret Chase Smith, women’s 
gift to the Senate, rises in her seat in that august chamber and 
delivers what is described as a Declaration of Conscience. Co- 
signers, so to speak, of this masterful document, are a group of 
alleged fellow Republican Senators. 

It is spread in beld type on the front pages of the same news- 
papers and the Leftists propagandists assure us it is the result 
of long anguished soul-searching on Margaret's part. 

It would seem to be more than this if we did not know the 
truth. It would seem to be that Margaret stayed up many nights 
taking a correspondence course in rhetoric and also that the 
screaming of a Banshee has frightened her into deeper and more 
worried thinking than has been her wont. Margaret has been in 
politics for many, many years, with her husband in Congress 
before his death, and she succeeded to his seat, and her contribu- 
tion to her constituents has not been of the educational or lead- 
ership type, but rather one of sending them seeds given away 
by the government, and government pamphlets on how to rear a 
baby or to prepare a meal. 

Several members of Congress have a way of writing a 
weekly column for their constituents which many of the smaller 
papers run. Margaret does this and its enlightenment is even less 
than Mrs. Roosevelt’s “My Day.” It chats along gaily about her 
visit to the Veterans’ Bureau in behalf of a GI, or how she escorted 
a group of her supporters to the Washington Monument. There is 
nothing in her weekly pratings of the prose of Declaration of Con- 
science or to indicate that as long as she can remain in office 
there is anything wrong with the world. Undoubtedly her sudden 
attainment of great stature as the author of a document to be 
Dave Lilienthal’s creed must have startled the folk of Maine. 
rated along with the Truman Doctrine, the Marshall Plan and 

The plain fact is that this is another cooked-up propaganda 
stunt and that about all Margaret had to do with it was to speak 
her assigned piece. It was prepared by the same propagandists 
who cooked up the Lilienthal stunt. 

The terror of these Leftists over the furore that Senator Mc- 
Carthy has stirred up becomes more intense day by day, and to the 
uninformed layman out in the hinterlands their apoplectic shriek- 
ing must add to his feeling that something is, indeed, wrong. If I 
knew not a thing in the world about it I am sure this would be 
my reaction. 

Insofar as Margaret is concerned they have been buttering 
her up ever since she came to the Senate. telling her that great 
things were in store if she joined the group of so-called Senate Re- 
publical Liberals: Tobey, Aiken et al. She had been showing 
considerable resistence and had been following a middleground 
policy. But some months ago she was sold the idea that if she 
followed the right course she stood to be the Vice-Presidential 
nominee and inasmuch as there is but a heart beat between this 
and the Presidency she might become the first woman President 
of the United States. This has been too much for her. As former 
Senator Henry Fountain Ashurst was wont to say there is no 
bigger sucker than a Senator who has been smitten by the Presi- 
dential bee. 

Now, it so happens that the House Lobby Investigating Com- 
mittee headed by Representative Buchanan of Pennsylvania, has 
just directed some i150 corporations to report on every visit 
any of their representatives have made to Washington over a 
prescribed time, just what they came here for, who did they see 
and what did the trip cost. Why doesn’t some “liberal” get up a 
Declaration of Conscience on a thing like this? 


T. E. Rowland Opens 
OKLAHOMA CITY, 


Carlisle Bargeron 


William Ginn Opens 
GOLDSBORO, N. C. — William 


Okla. — 


M. Ginn is engaging in a securi- 
ties business from offices at 301 
South Center Street. He was for- 
merly with Bache & Co. 


Leonhart Opens 


BALTIMORE, Md.—W. Harold 
Leonhart is engaging in a securi- 
ties business from offices at 38 
South Street. Mr. Leonhart was 
previously with Price & Co. 


Thomas E. Rowland is engaging in 
a securities business from offices 
at 1109 North West 55th Street. 


Unexchange, Inc. 


Unexchange, Inc., has been 
formed with offices at 30 Church 
Street, New York City, as successor 
to United Exchange & Trading 
Co. Principals are Alfred Stern 
and Bruno Hellinger. 
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New Issues 


$70,310,000 


State of New York — 


4%, 1°2%, 12% and 114% Bonds 


To be dated June 15, 1950; to mature as shown below. Principal and semi-annual interest (June 15 and December 15) payable in New York City. 
Coupon Bonds in denomination of $1,000, registerable as to principal and interest in denominations of $1,000, $5,000, $10,000 and $50,000. 





Interest Exempt from Federal and New York State Income Taxes under Existing Statutes and Decisions 


In our opinion, these Bonds meet the requirements as Legal Investments for Savings Banks and 
Trust Funds in New York, Massachusetts, Connecticut and certain other States 


These Bonds are acceptable to the State of New York as security for State deposits, to the 
Superintendent of Insurance to secure policyholders and to the Superintendent 
of Banks in trust for Banks and Trust Companies. 





These Bonds will constitute, in the opinion of the Attorney General of the State of New York, valid and binding general obligations of the State of 
New York, and the full faith and credit of the State will be pledged for the payment of the principal of and interest on the Bonds. 


AMOUNTS, MATURITIES, COUPONS, YIELDS OR PRICES 


$58,310,000 Housing 4% and 1°4% Bonds 
Due $1,190,000 each June 15, 1952-2000, inclusive 


The State reserves the privilege of redeeming, at par value and accrued interest, on June 15, 1990, or on any interest payment date 
thereafter, all of the bonds then outstanding or all of the bonds of a singie maturity beginning in the inverse order of their maturity. 


Yields Approx. 


























Due Coupons Yields Due Coupons or Price Due Coupons Prices Yields 
1952-60 4% no reoffering 1971-72 134% 1.65% 1994 134% 921% 2.01G 
1961 13, 1.35% 1973-74 1%, 1.70 1995 134 92 2.02 
1962 13, 1.40 1975-77 1" 100 1996 1% 9114 2.03 
1963-64 13, 1.45 bthge 4 : 3 a 1997 13% 91 2.05 
1965-66 13, 1.50 1984-86 13, 1,90 1998 13% 9014 2.06 
1967-68 134 1.55 1987-89 13, 1.95 1999 13, 90 2.08 
1969-70 13, 1.60 1990-93 13, 2.00 2000 13%, 893, 2.08 





$12,000,000 Grade Crossing Elimination 4%, 112% and 114% Bonds 
Due $600,000 each June 15, 1951-70, inclusive 


The State reserves the privilege of redeeming, at par value and accrued interest, on June 15, 1967, or on any interest payment date 
thereafter, all of the bonds then outstanding or all of the bonds of a single maturity beginning in the inverse order of their maturity. 


Prices to yield 0.70% to about 1.56% according to maturities 


(Accrued interest to be added to all prices) 





The above Bonds are offered subject to prior sale, for delivery when, as and if issued and received 
by us and subject to the approval of legality by the Attorney General of the State of New York. 


Interim certificates will be issued pending the delivery of definitive bonds. 


The National City Bank of New York First National Bank Bankers Trust Company J. P. Morgan & Co. Lehman Brothers ; 


Incorporated : 
The First Boston Corporation Smith, Barney & Co. Harriman Ripley & Co. Halsey, Stuart & Co. Inc. Phelps, Fenn & Co. 
Incorporated 
Glore, Forgan & Co. Lazard Fréres & Co. Goldman, Sachs & Co. Union Securities Corporation 
Drexel & Co. Continental Illinois National Bank and Trust Company The First National Bank Eastman, Dillon & Co. 
of Chicago of Portland, Oregon 


Merrill Lynch, Pierce, Fenner & Beane Lee Higginson Corporation Wood, Struthers & Co. Alex. Brown & Sons Harris, Hall & Company 


Stroud & Company The Boatmen’s National Bank Hirsch & Co. Wm. E. Pollock & Co., Inc. Ira Haupt & Co. Dominick & Dominick 
Roosevelt & Cross Robert Winthrop & Co. Coffin & Burr Laidlaw & Co. ‘Dick & Merle-Smith _F. S. Smithers & Co. 
ntitanstimatton Corporation Bacon, Stevenson re. Central Republic Company Eldredge & Co. National State Bank 
Trust Company of Georgia Tucker, Anthony & Co. G. H. Walker & Co. Hayden, Stone & Co. R. S. Dickson & Company 
Bramhall, Barbour & Co., Inc. City National Bank & Trust Co. Andrews & Wells, Inc. H.M. Byllesby and Company Byrne and Phelps 
G. C. Haas & Co. Heller, Bruce & Co. E. F. Hutton & Company Mackey, Dunn & Ce. Newburger, Loeb & Co. Tripp & Co. 





June 7, 1950. 
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Second Phase of Rising 
Stock Market Cycle 


By BRADBURY K. THURLOW 
Analyst, Minsch, Monell & Co. 
Members, New York Steck Exchange 


Separating cycle of rising stock price movement imto three 

phases, viz. (1) recovery; (2) re-establishment of confidence; 

and (3) over-confidence, Mr. Thurlow says market is now in 

second or self-correcting stage, and therefore has a distance 
yet to go before final stage is reached. 


It is becoming more apparent 
as time passes that the climate of 
speculation in this country is 
changing. Such a change, as we 
have pointed 
out many 
times in the 
past, is a nec- 
essary adjunct 
to any impor- 
tant shift in 
the level of 
security 
prices. The 
explanation is 
simple: if one 
group of in- 
vestors are 
courageous 
enough to buy 
General Mo- 
tors at 55 or 
Youngstown 
Sheet at 59 from another group 
of investors, they must, if their 
judgment is to be right, have 
eventually an opportunity to dis- 
pose of these at muc. higher 
prices. In order for tuis to take 
place other groups of investors, 
each theoretically destined to be 
less successful in proportion as 
they have been more respectful of 
mistaken public opinion, must fol- 
low suit. It is elementary that it 
is the entry of new money into 
the market and not general busi- 
ness conditions or other abstract 
considerations which makes stocks 
rise in price. 

In the language of the cynics 
(who by and large have made 
more money as speculators than 
those who make fun of them) each 
important advance consists of 
three phases. In the first phase, 
stocks are so cheap that their 
holders, finding no logical ex- 
planation, become worried about 
the future and sell them “back to 
their rightful owners.” The sec- 
ond phase occurs wien the more 
intelligent and less timid see the 
recent error of their ways and 
“take appropriate action.” The 
third and final phase is the re- 
entry of the public into the mar- 
ket to buy back the stocks they 
sold in the first phase. In this 
last phase, buyers’ and _ sellers’ 
roles are exactly reversed from 
what they were at the beginning 
of the move, and the psycnological 
parade in the ensuing decline fol- 
lows the exact pattern of the rise 
with the shearing of those specu- 
lative sheep who wondered at the 
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stocks for a living instead of 
working. 

In the more familiar language 
of economics the rising part of the 
cycle is labeled (a) recovery from 
panic: (b) reestablishment of con- 
fidence; (c) appearance of over- 
confidence. When we look at past 
markets we shall see this pattern 
repeated in a constant series. The 
pattern itself seems to be a meas- 
urement of permanent mass be- 
havior rather than a peculiar stock 
market phenomenon. It is_ tnc 
specific and detailed working out 
of an age-old principle, known to 
many a successful retailer—name- 
ly, if the public won’t pay $1 for 
your goods, hide them under the 
counter and charge $2, because 
nothing stimulates buying like 
rising prices and scarcity. 

This all leads us to a diagnosis 
of the present state of affairs in 
the market. It is easy to break 
the 1ll-month rise from June to 
date into segments: the first from 
the middle of June to mid-Sep- 
tember (160 to 180 in the Dow 
Averages with daily volume con- 
sistently under 1,000,000 shares); 
the second from mid-September 
into mid-January (180 to 200 in 
the Averages with daily volume 
running around 1,400,000 shares); 
the third from Jaguary into April 
(in which the Averages advanced 
another 15 points, while many in- 
dividual stocks underwent pro- 
nounced corrections and volume 
at one time exceeded 3,300,000 
shares). It is our guess that the 
market from June through Janu- 
ary witnessed the recovery and 
reestablishment of confidence in 
better grade issues and that the 
January-April period was a period 
of internal correction in the mar- 
ket prior to the reestablishment of 
confidence in secondary issues. 


To the reader who is not versed 
in the frequently ridiculous jargon 
of Wall Street (into which we all 
fall too often from mental inertia) 
all of the above may sound like 
mere words. All that we are try- 
ing to say is that we think this 
rise has been to a large extent 
self-correcting and therefore has 
a good distance yet to go, but that 
the speculative profits from here 
on are likely to be made in spec- 
ulative issues. This last may sound 
like a commonplace, but anyone 
who held speculative stocks be- 
tween last June and this April is 
well aware that the real money 
was being made in the du Ponts 
and General Motors, because vir- 
tually no confidence was gener- 
ated in speculative issues. The 
period since April we would call 
Phase 2. It may end in a severe 
reaction and be followed by 
months of doldrums, but we think 
Phase 3, in which foolish people 
begin to buy stocks away from 
not-so-foolish people at skyrocket- 
ing prices, is still well ahead of us. 


Fred’k Grimshaw With 
G. H. Walker & Co. 


G. H. Walker & Co., 1 Wall 
Street, New York City, members 
New York Stock Exchange, an- 
nounce that Frederick M. Grim- 


shaw is now associated with them 
as manager of their municipal 
bond department. Mr. Grimshaw 
for many years was with Barr 
Bros. & Co. 


R. Emmet Byrne Now 
With Morfeld, Moss 


(Special to Tue FInanctat CHRONICLE) 


ST. LOUIS, Mo.—R. Emmet 
Byrne has become associated with 
Morfeld, Moss & Hartnett, 721 
Olive Street, members of the Mid- 
west Stock Exchange. Mr. Byrne 
was formerly manager of the 
trading department of Dempsey- 
Tegeler & Co. and prior thereto 
was a partner in Edward D. Jones 
& Co. 


Kuhn, Loeb & A. G. Allyn 
Offer Bonds of Utility 


Kuhn, Loeb & Co. and A. C. 
Allyn & Co., Inc., are offering to 
the public $13,000,000 Gulf States 
Utilities Co. first mortgage bonds, 
234% series due 1980. The bonds 
are priced at 101.02%, plus ac- 
crued interest to yield 2.70% to 
maturity. The issue was awarded 
the bankers, bidding alone, at 
competitive sale June 5 on their 
bid of 100.741%. 

Proceeds from the financing will 
be used to finance part of the com- 
pany’s 1950 construction program, 
pay off unsecured short-term 
notes, and provide for other cor- 
porate purposes. 

The company is engaged prin- 
cipally in the business of generat- 
ing. distributing and selling elec- 
tricity in southeastern Texas and 
in south central Louisiana com- 
prising approximately 28,000 
square miles. It also sells natural 
gas and water in parts of the area 
served by the electric system. 


Tellier Offers Stock of 
Television Equip. Corp. 


Tellier & Co., on June 7, pub- 
licly offered 1,120,000 shares of 
common stock of Television 
Equipment Corp. at 25 cents per 
share. 

Net proceeds from the offering 
will be added to the working 
capital of the corporation. 

Television Equipment Corp. is 
engaged in the business of de- 
veloping, manufacturing and dis- 
tributing various items of equip- 
ment useful in the television, ra- 
dar and electronic fields. Recent- 
ly, it entered the high price qual- 
ity home television set field and 
has developed and is manufactur- 
ing a quality television receiver 
which, it is anticipated, will be 
sold to the better type stores 
throughout the United States. The 
company’s plant is located in New 
York City. 


Name to Be Changed to 
Henry, Franc & Co. 


ST. LOUIS, Mo.—On June 15 
the firm name of Waldheim, Platt 
& Co., 308 North Fourth Street, 
members of the New York and 
Midwest Stock Exchanges, will 
be changed to Henry Franc & Co. 
On the same date Dennis J. 
O’Leary and Burtick V. Burtch 
will be admitted to partnership. 
Mr. O’Leary has been with the 
firm for some time as cashier. 


Alfred Young Joins 
J. C. Bradford Co. 


J. C. Bradford & Co., members 
of the New York Stock Exchange, 
announced that Alfred W. Young 
has become associated with the 
firm’s New York City office, 
40 Wall Street, as a sales repre- 
sentative. For the past ten years 
Mr. Young has been with the firm 
of Baker, Weeks & Harden. 

J. C. Bradford & Co, whose 
main office is in Nashville, Tenn., 
plans increased activity in the 
distribution of securities and new 
issues. 
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Another Special Situation 
and Neglected Opportunity 
—Middle West Corporation— 


By IRVING ALLEN GREENE 
Partner, Greene & Co., New York 


I wish to call particular at- 
tention to Middle West Corpora- 
tion which is in liquidation. The 
stock is traded over-the-counter, 
also on the 
New York 
Curb Ex- 
change, and is 
selling at ap- 
prox imately 
$2.80 per share. 
The liquida- 
tion plan, 
which has just 
been ap- 
proved by the 
Securities and 
Exchange 
Com mission, 
will be pre- 
sented on 
June 29 to the 
Federal Dis- 
trict Court in Wilmington. Since 
no opposition is indicated, prompt 
court approval is expected. 

Apparently, the plan will pro- 
vide for three liquidating distri- 
butions as follows: 

The initial distribution of $2.50 
per share is payable 45 days af- 
ter the court order is issued. 


Irving A. Greene 


At the end of 1951, a second 
liquidating distribution will be 
made of all of the assets of the 
company, except those reserved 
for lost stockholders. This sec- 
ond liquidating distribution can 
be between 40c and 60c per share, 
but will probably be in excess of 
50c per share. 


The residue, or final liquidating 
distribution, will come five years 
after the Court signs the order, 
which would take it into the mid- 
dle of 1955. This will consist of 
another 3c per share, in my 
opinion. 

After recovery of the initial 
$2.50 per share the residual cost 
will be approximately 30c. As- 
suming that another distribution 
is made of 55c at the end of 1951 
a gross profit of 25c is realized. 
This will be a gross return of 
well over 50% on the residual in- 
vestment. 


Middle West Corp. is one of the 
many special situations and neg- 
lected opportunities to which I 
have called attention over a pe- 
riod of years. 











Dealer-Broker Investment 


Recommendations and Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 











British Securities — Discussion 
of appreciation possibilities — 
Burnham & Co., 15 Broad Street, 
New York 5, N. Y. 


Catholic Church and _ Institu- 
tional Bonds — Memorandum— 
Keenan & Clarey, Inc., National 
Building, Minneapolis 2, Minn. 


Chemical Companies — Booklet 
containing the financial records of 
37 companies in the chemical 
field since 1929 — Issued by F. 
Eberstadt & Co., Inc., 39 Broad- 
way, New York 6, N. Y., managers 
and distributors of Chemical Fund, 
Inc. 


Commodity Trend Weekly 
bulletins giving trading recom- 
mendations accompanied by ad- 
vice as to exact prices at which 
stop-loss orders should be placed 
—Current bulletin on request— 
Commodity Trend Service, 30 
Church Street, New York 7, N. Y. 


Department Stores—Analysis of 
common stocks of Allied Stores, 
Gimbel Bros., and Federated De- 
partment Stores—E. F. Hutton & 
Co., 61 Broadway, New York 6, 
me es 

Also available is a circular on 
International Harvester Co. 


Legal in Massachusetts — Indi- 
vidual studies of New York City 
bank stocks now legal for Savings 
Bank investment in the State of 
Massachusetts — Laird, Bissell & 
_—. 120 Broadway, New York 
5, N. Y. 


New Jersey Municipal Bonds— 
17th annual edition of statistical 
handbook—Ira Haupt & Co., 111 
Broadway, New York 6, N. Y. 

Also available is a circular on 
Tri-Centinental Corp. 


Oil Situation—Analysis—Bache 
& Co., 36 Wall Street, New York 
5, N. Y. 


Over-the-Counter Index— Book- 
let showing an up-to-date com- 
parison between the thirty listed 
industrial stocks used in the Dow- 


Jones Averages and the thirty- 
five over-the-counter industrial 
stocks used in the National Quo- 
tation Bureau Averages, both as 
to yield and market performance 
over an eleven-year period—Na- 
tional Quotation Bureau, Inc., 46 
Front Street, New York 4, N. Y. 


Railroad Stocks—B ulletin— 
Smith, Barney & Co., 14 Wall 
Street, New York 5, N. Y. 


Aetna Standard Engineering 
Co.—Circular—Fdward D. Jones 
& Co., 300 North Fourth Street, 
St. Louis 2, Mo. 


Allied Chemical & Dye Ce.— 
Circular—Carl M. Loeb, Rhoades 
& Co., 61 Broadway, New York 
6, N. Y. 

Also available is data on Deeh- 
ler-Jarvis Corp. 


Aluminum Company of America 
—Analysis—H. Hentz & Co., 60 
Beaver Street, New York 4, N. Y. 


Anemostat Corp. of America— 
Analysis—J. May & Co., Inc., 32 
Broadway, New York 6, N. Y. 

Also available is an analysis of 
Cooper Tire & Rubber Co. 


Caterpillar Tractor Company— 
Bulletin—Vilas & Hickey, 49 Wall 
Street, New York 5, N. Y. 


Cooper Tire & Rubber Co.— 
Complete Analysis—Hunter & Co., 
52 Broadway, New York 4, N. Y. 


Fedders-Quigan Corporation— 
Memorandum—Stanley Heller & 
Co., 30 Pine Street, New York 5, 
es Be 


Firestone Tire & Rubber—An- 
alysis—Hirsch & Co., 25 Broad 
Street, New York 4, N. Y. 


Gulf, Mobile & Ohio Railroad 
Company — Memorandum—Wal- 
ston, Hoffman & Goodwin, 265 
Montgomery Street, San Fran- 
cisco 4, Calif. 


General Motors—Memorandum 


—Francis I. du Pont & Co., 1 
Wall Street, New York 5, N. Y. 
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General Time Corp.—Circular LETTER TO THE EDITOR: 


Sees Stock Market in for 
Major Technical Reaction 


Alfred Hecht writes advance in stock market over last year 
has been discounted, and advises “reap your profits, it may be 
later than you think.” 


—Auchincloss, Parker & Redpath, 
52 Wall Street, New York 5, N. Y. 

Also available is data on Libby, 
MeNeill & Libby. 


Harris Seybold Company—An- 
alysis—B. W. Pizzini & Co., Inc., 
25 Broad Street, New York 4, 
ie A 


International Furniture Com- 
pany — Memorandum — Amott, 
Baker & Co., Inc., 150 Broadway, 
New York 7, N. Y. 


Kelsey-Hayes Wheel Company 
—Analysis—Lawrence Turnure & 
Co.-Blyth & Bonner, 50 Broad- 
way, New York 4, N. Y. 


Lion Oil Company—Analysis— 
Stanley Heller & Co., 30 Pine 
Street, New York 5, N. Y. 


Line Oil Co.—Circular—Sutro ; 


Bros. & Co., 120 Broadway, New 
Yerk 5. N. Y¥. 


Long Bell Lumter Co.—Circu- 
jlar—Uhlimann & Latshaw, Board 
of Trade Building, Kansas City 
6, Mo. 


Mexican Light & Power Co., 
Ltd. — Card memorandum — New 
York Hanseatic Corp., 120 Broad- 
way, New York 5, N. Y. 


Mexican Railways — Analysis— 
Zippin & Co., 208 South La Salle 
Street, Chicago 4, Ill. 


Northern New England Com- 
pany—Analysis—Ira Haupt & Co., 
111 Broadway, New York 6, N. Y. 


Riverside Cement Co.—New 
analysis—Lerner & Co., 10 Post 
Office Square, Boston 9, Mass. 

Also available is a brief review 
of the Cement Industry. 


Shedd Bartush Foods—Circular 
—Moreland & Co., Penobscot 
Building, Detroit 26, Mich. 


U. S. Thermo Control—Analysis 
—Raymond & Co., 148 State 
Street, Boston 9, Mass. 


Charles R. Hall With 
Nathan C. Fay & Go. 


(Special to Tue FinanctaL CHRONICLE) 


PORTLAND. Maine — Charles 
R. Hall has become associated 
with Nathan C. Fay & Co., 208 
Middle Street. Mr. Hall was for- 
merly an officer of Carl K. Ross 
& Co., Inc. with which he had 
been associated for many years. 


G. G. Paul Joins 
Sidney P. Kahn & Co. 


(Special to THe FINANCIAL CHRONICLE) 


SAN FRANCISCO, Calif. 
G. Gibson Paul has become as- 
sociated with Sidney P. Kahn & 
Co., 486 California Street, mem- 
bers of the San Francisco Stock 
Exchange. He was formerly with 
Schwabacher & Co. and Brush, 
Slocumb & Co. In the past he was 
a partner in Wulff, Hansen & Co. 


Zlinkoff, Zrike Co. 


Zlinkoff, Zrike & Co. will be 
formed with offices at 36 Wall 
Street, New York City, as of 
June 15. Partners in the new firm 
will be Sergei S. Zlinkoff who will 
acquire the New York Stock Ex- 
change membership of the late 
Gregory P. Maloney, and Victor 
Zrike. Mr. Zrike has been head of 
V. Zrike Co., Inc. 


Ctarles H. Hatch With 
Hogan, Price & Co. 


(Special to THe FrnanctaL CHRONICLE) 

BEVERLY HILLS, Calif. 
Charles H. Hatch has become as- 
sociated with Hogan, Price & Co., 
118 South Beverly Drive. He was 
formerly with Fox, Castera and 
Co. and in the past was head of 
C. H. Hatch & Co. 


Slayton Co. Adds 
(Special to Tue Financia CHRONICLE) 
KANSAS CITY, Mo. — Fred R. 
Barger is with Slayton & Com- 
pany, Inc., St. Louis. 


Editor, Commercial and Financial 
Chronicle: 


When a member of your organ- 
ization honored me with a visit 
the other day and invited me to 
write about my “favorite” stock, 
I could not help 
but advise 
him that your 
invitation 
seemed a little 
late. I wish 
you had asked 
me to _ write 
about an indi- 
vidual stock 
justa year 
ago. Now it 
looks to me 
like going to a 
ball just be- 





‘ fore the or- 
Alfred Hecht chestra stops 
playing. 


About a year ago I wrote clients 
that real speculative opportunities 
could be found then. Anybody 
who was willing to take a chance, 
believing thatall cyclical conditions 
are usually naturally overcome, 
was well rewarded. During the first 
half of last year, the market was 
in such a depressed state that one 
was able to buy securities from 
which the “water” was squeezed 
out. Then the best bargains could 
be found as the growth possibili- 
ties were not yet discounted mar- 
ketwise. The _ securities which 
were most neglected bore the seed 
in themselves to become prime 
favorites later. 

Up to now our government 
needled business through the vet- 
erans’ bonus, a very necessary re- 
armament program and many 
other measures. Our present 
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wave of prosperity is to a great 
extent built on this and on con- 
sumers’ credit. While the propor- 
tions are not too alarming yet, 
this kind of prosperity seems to 
fit in very well with the present 
national policy of credit expan- 
sion. 


This fall we shall have elec- 
tions again and Fresident Tru- 
man does not seem to think that 
his Fair Deal policies have the ap- 
proval of the majority of the 
American voters. The outcome of 
the Florida primaries showed this 
to him and, therefore, he stumped 
the country making prosperity 
speeches. Maybe we shall have 
a swing here, like in England, 
toward the conservative side. A 
balanced budget would be the 
best thing that could happen to 
the taxpayer, small and large 
alike. The consequences for the 
market would be a period of re- 
adjustment, while the doctor has 
stopped giving the patient the 
needle continuously and is trying 
to cure him from a chronic state 
of delirium. This does not mean 
that we shall enter a period of 
depression, but some people may 
be dropped from padded Federal 
payrolls and_ subsidized enter- 
prises. When they are absorbed 
again in sound private enterprises, 
their dollar wages might buy 
much more than they do today. 


After an uninterrupted advance 
of about a year’s duration, the 
market seems to be entitled to a 
major technical reaction which, 
when it comes, might be steep and 
quick. Many signs point toward it. 
People who would not buy se- 
curities a year ago, when they 
were at the bargain counter, will 


not sell them today. Continued, 
seemingly never ending inflation- 
ary forces influence the public to 
put them away. Also ever so many 
new common stock buyers are en- 
tering the market now, a phase 
which usually precedes major 
technical setbacks. If this reaction 
should happen a rebound should 
occur till about election time, as 
the market usually makes double 
bottoms and double tops. 

To summarize my ideas, I 


would like to say: “Reap your 


profits it may be later than 
you think!” 
ALFRED HECHT 
Hecht & Co., 
Members, New York Stock 
Exchange, 
June 2, 1950. 


N. D. Biddison to Admit 


Harry Lenart, member of the 


New York Stock Exchange, and 


Charles J. Stava, who will acquire 
the Exchange membership of the 
late Ned D. Biddison, will be ad- 
in N. D. 
115 Broadway, 
New York City, as of June 15. On 
the same date Helen N. Biddison, 
will become a 


mitted to partnership 
Biddison & Co., 


general partner, 
limited partner in the firm. 


Ernest MacLean Joins 
Fairman Co. Staff 


(Special to THe FrnanctaL CHRONICLE) 


LOS ANGELES, Calif.—Ernest 
C. MacLean has become associated 
with Fairman & Co., 210 West 
Seventh Street, members of the 
Los Angeles Stock Exchange. He 
was formerly with Cantor, Fitz- 
gerald & Co. and prior thereto was 
with Walston, Hoffman & Good- 


win and Sutro & Co. 


With Russell, Long 


(Special té THe Financia CHRontcie) 


LEXINGTON, Ky.— Earl 


West Short Street. 


J. 
Carson has become connected with 
Russell, Long & Burkholder, 257 
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Atlantic Coast Line RR. 
Exch. Offer Extended 


Under the Atlantic Coast Line 
RR. Co.’s offer providing for the 
exchange of its first consolidatea 
mortgage 4% bonds, due July 1. 
1952 for new general mortgage 
4% bonds, series A, due March 1 
1980 (bearing interest at the rate 
of 442% per annum from March 
1, 1950 to Sept. 1, 1952), assents 
had been received as of June 2 
1950 from over 800 bondholder. 
with aggregate holdings in exces 
of $21,900,000 principal amount o 
bonds due 1952, it was announce 
on June 2 by C. McD. Davis 
President. 

The offer will remain open «4 
least until the close of business on 
June 21, 1950, but may be termi- 
nated on that date or at any time 
thereafter. 

The new general mortgage se- 
ries A bonds were ready for de- 
livery beginning June 7, 1950. 


Three Join Staff of 
Walston, Hoffman Co. 


(Special to THe FinanctaL CHRONICLE) 


PORTLAND, Oreg. — Leslie J. 
Bohrer, Verlin W. Pierson, and 
Timothy Wood, Jr. have become 
associated with Walston, Foffman 
& Goodwin, members of the New 


York Stock Exchange. Mr. Bohrer 
was formerly with Merrill Lynch, 
Pierce, Fenner & Beane; Mr. 
Pierson was with E. M. Adams & 
Co.; and Mr. Wood for many 
years with Dean Witter & Co. in 
Portland and California. 


With Gottron, Russell 

(Special to THe Financia CHRONICLE) 

CLEVELAND, Ohio.—John M. 
Gorman is with Gottron, Russell 
& Co., Union Commerce Building. 
members of the Midwest Stock 
Exchange. He was _ previously 
with Bache & Co. 
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BLYTH & CO., INC. 
HARRIMAN RIPLEY & CO. 
Incorporated 


LEHMAN BROTHERS 
STONE & WEBSTER SECURITIES CORPORATION 


Debentures, The offer is m 


This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these 


ade only by the Prospectus, 


$60,000,000 


Northwestern Bell Telephone Company 


Thirty-Four Year 2°4% Debentures 


Dated June 1, 1950 


Interest payable June 1 and 


December 1 in New York City 


Price 101.107% and Accrued Interest 


Copies of the Prospectus may be obtained from only such of the undersigned as may F 
legally offer these Debentures in compliance with the securities laws of the respective States. 


MORGAN STANLEY & CO. 


THE FIRST BOSTON 
HARRIS, HAL 


CORPORATION 
L & COMPANY 


(Incorporated) 


‘ 


SALOMON BROS. & HUTZLER 


GOLDMAN, SACHS & CoO. 
KIDDER, PEABODY & CO. 
SMITH, BARNEY & CO. 
WHITE, WELD & CO. 


Due June 1, 198} 
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Puerto Rico Government 
And Municipal Financing 


By RAFAEL BUSCAGLIA* 
President, Government Development Bank, Puerto Rico 


Executive of Puerto Rico’s leading fiscal agency, after describ- 
ing recent economic improvement in Puerto Rico, explains 
work of his institution as Fiscal Agent of Insular Government, 
and the methods and procedures in financing municipalities. 
Points out Puerto Rico municipalities are supervised and con- 
trolled by much the same methods as in cont-nental U. S. 


Puerto Rico is a part of the 
United States. The paramount 
Law of the Land is an Act of 
Congress of the United States en- 
titled ‘‘The 
Organic Act 
of Puerto 
Rico.” This 
act is in fact 
our State Con- 
stitution. It 
creates our 
system of gov- 
ernment with 
a political sta- 
tus almost 
identical to 
that of a State 
of the Union 
and incorpor- 
ated therein is 
the basis of 
the United States Citizenship of 
the People of Puerto Rico, who 
enjoy all of the political and eco- 
nomic advantages connected with 
such status. 

San Juan, Puerto Rico can be 
reached from New York City in 
six hours’ flight time, and from 
Miami in four hours, with 10 
flights a day direct from New 
York and four from Miami. In 
addition to air transportation, 
four carriers with regular sched- 
ules provide ocean transportation 
between Puerto Rico and the 
Mainland, and regular steamship 
service is maintained by eight 
other lines serving major points 
in Canada, South America, and 
Europe. 


Rafael Buscaglia 


Puerto Rico as Market for 
U. 8S. Goods 


It should prove interesting to 
you to know that Puerto Rico, al- 
though small in size, is a major 
market for manufactured goods 
and agricultural products of the 
Mainland. It absorbs such prod- 
ucts from the Continental United 
State at a rate approximating one 
million dollars per day. The trade 
between Puerto Rico and the 
Mainland has risen during the last 
15 years from about $140 million 
to $520 million annually and 
Puerto Rico has become the 
largest per capita consumer of ex- 
ported American goods in the 
world. 

The economic outlook for Puerto 
Rico has shown progressive im- 
provement over the years which 
is rather dramatically demon- 
strated by the expansion of an- 
nual of net income of Puerto Rico 
from $227.8 million during the 
fiscal year 1939-40, to an estimated 
$652.6 million for the fiscal year 
1948-49. This represents an in- 
crease of approximately 186% 
during that nine-year period. 

Agriculture continues to be a 
major factor in the Puerto Rican 
economy. But, in the last 10 to 15 
years, industrial growth has 
shown that in the near future 
Puerto Rico will have a more 
solid diversified economy. The 
increased importance of industry 
is due in a large measure to the 
highly successful program being 
sponsored and financed by the In- 
sular Government through the 
Government Development Bank 
for Puerto Rico and the Puerto 
Rico Industrial Development 
Company, which promote the es- 


*An address by President Buscaglia 
at Meeting of the Municipal 
Forum of New York, New York City, 
June 5, 1950. 


tablishment of diversified light 
industry and manufacture in new 
lines of endeavor as well as the 
expansion of well established 
lines, all of which is aiding the 
diversification of Puerto Rican 
economy. It is both interesting 
and encouraging to note that since 
the beginning of this program the 
acceleration of industrial expan- 
sion through private initiative, 
without direct government assist- 
ance, has expanded very substan- 
tially. 

Puerto Rico, U. S. A. has con- 
sistently been an ever increasing 
market for mainland products and 
vice versa. And Puerto Rico has 
been feeling with increasing force 
the benefits available to _ it 
through the substantial money 
markets existent in the Conti- 
nental United States. 


The Government Development 
Bank for Puerto Rico 


It is important that you know 
something about the Government 
Development Bank, Fiscal Agents 
of the Government of Puerto 
Rico, its municipalities and au- 
thorities, before going behind the 
scenes to compare the fiscal pro- 
cedure of our government with 
those of other States with which 
you are familiar. 

The Government Development 
Bank for Puerto Rico, established 
by an Act of the Legislature of 
Puerto Rico in 1942, has acted 
since its inception as the Fiscal 
Agent for the Treasurer of Puerto 
Rico. This function was formal- 
ized and amplified by an Act of 
the Legislature in 1945 which has 
made it even more practicable to 
funnel all financing by the gov- 
ernment of Puerto Rico, its 76 
municipalities and all of its au- 
thorities and agencies through the 
Government Development Bank. 
This law was incorporated into 
the Charter of the Bank in 1948. 
I will not on this occasion discuss 
other aspects of this bank not rel- 
ative to its fiscal agency activ- 
ities. 

You have had more than one 
opportunity to view the unfor- 
tunate market influence on issues 
due either to poor timing, or to 
the competitive effect of one issue 
on another from the same imme- 
diate area, or due to malprocedure 
in general. 


The Government Development 
Bank as Fiscal Agents serves a 
dual purpose for the Insular Gov- 
ernment since all finance proce- 
dure is studied and handled by 
this sole instrument of the gov- 
ernment and resulting issues mar- 
keted through it. This affords the 
best possible protection from two 
standpoints; first, in location and 
establishment of market and of 
market procedure and secondly 
through the setting-up of pros- 
pective issues on a basis that will 
aid in the portection of the public 
credit which has always been the 
major objective of the govern- 
ment of Puerto Rico and its in- 
strumentalities. 

Through this Fiscal Agent the 
Island of Puerto Rico has accom- 
plished the following major proj- 
ects: 

$25 million in Insular Financ- 
ing; about $10 million in financ- 
ing and refinancing of the 76 mu- 
nicipalities in Puerto Rico; over 
$140 million in revenue financing 
and refinancing through a com- 
bination of revenue bonds and 


notes, which encompass’ the 
Puerto Rico Water Resources Au- 
thority, the Puerto Rico Aque- 
duct and Sewer Authority and 
the Land Authority of Puerto 
Rico. 

I would not like to attempt an 
estimate at this time of the sav- 
ings afforded Puerto Rico by the 
retirement of insular and munic- 
ipal debt through an open market 
purchase policy established some 
seven years ago when interest 
rates for bonds of Puerto Rican 
emission were at relatively higher 
levels. 

The refunding of municipal se- 
curities through the Government 
Levelopment Bank in cooperation 
with the Treasurer of Puerto Rico 
has secured a saving in excess of 
$2,000,000 to the 76 municipalities 
which will reflect to their benefit 
over a period of years. 

Prior to the establishment of 
the Bank, the price level at which 
Insular and municipal financing 
were being accomplished, did not 
recognize the unexcelled cred-t 
history of the Island which has 
maintained a non-default, non-de- 
linquency record going back into 
history for more than two cen- 
turies. 

There can be no question but 
that the Bank may look back 
with pride on the part it has 
played as an instrument of the 
government in bringing about 
new lower interest cost levels for 
Puerto Rican _ financing. Each 
year has brought broader markets 
at comparatively lower rates, 
which means that we have estab- 
lished at least the beginning of 
what we hope will eventually be 
full market recognition of the 
true value of securities of Puerto 
Rican emission. 


Financing of the Insular 
Government 


Except from the standpoint of 
the interyention of the Govern- 
ment Development Bank of 
Puerto Rico as Fiscal Agent of the 
Government of Puerto Rico in the 
marketing of Insular Government 
securities and its intervention as 
Advisor to the Governor of Puerto 
Rico and Treasurer of Puerto 
Rico, fiscal procedure relative to 
debt issuance by the People of 
Puerto Rico is comparable to that 
existent in most of the 48 States. 
One factor in debt servicing, how- 
ever, is not comparable to all of 
those States since, by an Act of 
Congress of the United States, 
debt service of Insular Govern- 
ment obligations is a first charge 
on the total annual resources of 
tuie ansuiar Government. 


Financing of Municipal 
Governments 

As regards municipal issues the 
picture is very different to ex- 
isting procedures in your respect- 
ive communities. 

All States in the Union restrict 
to a limited degree, the financial 
autonomy of their municipalities 
and other political sub-divisions 
with relation to the issuance of 
debt, and yet none of these apply 
the fundamentally sound and 
proven principles established in 
Puerto Rico and consistently im- 
proved upon. Regulations and 
procedure governing the issuatice 
of municipal bonds in Puerto Rico 
include the normal legislative re- 
strictions relative to debt and tax 
limitations, and requirements for 
the meeting of municipal assem- 
blies for the purpose of proposing 
debt incurment. Once we have 
proceeded beyond these three 
points similarity in regulations 
and procedure ceases to exist. 

A municipality, through its 
municipal assembly, proposes by 
ordinance the emission of munici- 
pal debt, incorporating therein 
the purposes for which such funds 
are to be expended, This ordi- 
nance is then sent to the Execu- 
tive Secretary, Treasurer, Auditor, 
Commissioner of Interior, Com- 
missioner of Agriculture § and 
Commerce. Commissioner of La- 
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Impact on United States 
Of International Situation 


By DR. MAX WINKLER* 


Partner, Bernard, Winkler & Co. 
Members, New York Stock Exchange 


Dr. Winkler recounts our experience in lending financial aid to 
Europe following World War I, and contends current postwar 
conditions are more complex and more aggravated than they 
were after 1914-1918 holocaust. Says ECA aids in maintaining 
level of U. S. business and profits, but forese2zs only slight set- 
back when aid ends. Dou ts Point IV program can be imple- 
mented under presert world conditions, and calls for more 
concentration on peace. 


Economic conditions in most of 
the so-called Western World have 
shown material improvement 
since the cessation of hostilities. 
Rehabilitation 
and recon- 
struction of 
war damaged 
areas have 
progressed 
satisfactorily, 
due largely io 
the generous 
aid extended 
by the United 
States. The 
improvement 
is the more 
remarkable, 
because it has 
vaken place in 
_pite—or shall 
one say, because of a marked de- 
terioration in the political realm. 


If financial assistance rendered 
so generously by the United 
States derived primarily from a 
desire on the part of the donor to 
restore world economy, to revive 
foreign trade, to develop back- 
ward areas, to raise the standard 
of living, to combat illiteracy, and 
to improve sanitary conditions 
throughout the world, the efforts 
would have to be accepted as 
most commendable. 


And what is of even greater sig- 
nificance, the results of such pro- 
gram would have to be regarded 
as most constructive and far- 
reaching. The expenditure thus 
incurred would go into revenue 
producing channels, and the recip- 
ients would be enabled to develop 
an economy which would make it 
possible for them to demand and 
employ and pay for goods and 
services, after the gifts and grants 
should stop. 

On the other hand, if the do- 
nations or what some euphemis- 
tically designate as loans, are 
made for political or strategic, 
rather than economic reasons, the 
economy in the country of the 
lender as well as in that of the 
recipient, will reilect such gifts, 
but will recede as soon as these 
will cease. 


Dr. Max Winkler 


World War I Experiences 


Those who are familiar with 
the economic history of the past 
generation are in a position to 
bear out the accuracy of this view. 
Following World War I, the dam- 
age resulting from the war had to 
be made good and working capital 
which was destroyed in whole or 
in part during the conflict, had to 
be replenished. Since it was gen- 
erally felt that failure to do these 
things would result in permanent 
chaos in the realm of world eco- 
nomics and finance, the so-called 
capitalistic countries found it de- 
sirable, nay necessary, to go to 
the aid of countries in need of 
funds. 


Because investors had Icst heav- 
ily through the purchase, imme- 
diately after the war, of foreign 
currency bonds, the losses throuch 
the purchase of German marks 
and mark bonds alone, sustained 
by American investors being 
placed at $2% billion, it was 
doubtful whether foreign lending 


*Address by Dr. Winkler before the 
Third Canadian Forum on Mutual Funds, 
sponsored by Investment Distributors, 
Ltd., Montreal, Canada, May 30, 1950. 


through private channels could 
be undertaken successiully on a 
large scale. 

‘lwo impcrtant obstacles had to 
be overcome: Losses incident on 
currency depreciation and fear of 
a new catastropne. The under- 
writers of foreign issues found 
the remedy. New loan contracts 
would stipulate that payments 
should be made in gold, that is, 
in dollars of a certain weight and 
fineness. In this way, the investor 
in a foreign security would be 
protected in the event of currency 
devaluation or deterioration. Loan 
contracts further stipulated that 
bonds would be serviced in time 
of peace as well as in times of 
war, irrespective of the national- 
ity of the owners. 

The investing public felt con- 
fident that the above provisions 
would afford them maximum pro- 
tection. The investor was prepared 
to, and actually did respond 
cordially, to new offerings of for- 
eign loans. These were under- 
written on behalf of foreign na- 
tions, political sub-divisions and 
corporations on an ever-in- 
creasing — scale. The’ profit to 
the underwriter was large and 
the return to the investor was 
liberal. Those who questioned the 
safety of the investment in the 
light of the very high yield, were 
told that the latter was designed 
to offset the risk incident on the 
purchase of the security in ques- 
tion. 

Accompanying America’s flow 
of credits abroad was a rising 
level of business activity. Em- 
ployment increased. Unemploy- 
ment declined. Corporate profits 
advanced. Dividends were raised. 
All this found reflection in higher 
prices for securities and com- 
modities. 

What the Scotch philosopher- 
economist, David Hume had said 
about the connection between for- 
eign loans and domestic prosperity 
was being proved. Hume was 
doubtless right when he main- 
tained, in substance, that when- 
ever the wealth of a nation in- 
creases faster than that of its 
neighbors, the trend of profits at 
home is distinctly downward, and 
that the only way effectively to 
arrest the downward trend, is to 
export capital to foreign lands. 


In order to achieve their ob- 
jectives, i. e. to increase domestic 
prosperity, foreign loans must be 
of a constructive and revenue- 
producing character. Otherwise, 
the flow of credits abroad will be 
accompanied by domestic pros- 
perity, but its cessation will bring 
about a serious setback at home. 


It is regrettable that much of 
the lending during the Twenties 
was of a non-productive char- 
acter. It is useless to speculate as 
to who is to blame: the banker, 
the borrower or perhaps the in- 
vestor himself who refused to 
heed all warnings in respect of 
the risks he was assuming. New 
loans were contracted and sold, 
frequently to repay old loans 
which, because of their non-pro- 
ductive nature, could not be met 
or serviced out of the borrower’s 
own economy. One recalls the 
statement by a Continental cynic 
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Waiston Hoffman Open 
New Seattle Office 


SEATTLE, Wash. — Walston, 
Hoffman & Goodwin, members of 
the New York Stock Exchange, 
opened their new boardroom and 
brokerage office in the Washing- 
ton Athletic Club Building at 515 
Union Street, June 5. 

The new quarters provide in- 
vestors of Seattle with the most 
modern investment and broker- 
age facilities available in the 
United States. The Seattle of- 
fice is equipped with a modern 
full-view quotation board includ- 
ing virtually every major corpo- 
ration whose stocks are actively 
traded on the New York Stock 
Exchange; a direct private wire 
to the New York and San Fran- 
cisco offices of the firm; a Trans- 
lux ticker, a Dow-Jones news 
ticker and complete statistical and 
research facilities. 

Participating in the dedication 
ceremonies held on Monday and 
Tuesday, were members of the 
firm who flew to Seattle from 
San Francisco, Oakland, Los An- 
geles, Modesto and Portland of- 
fices. Among the partners present 
were Managing Partner V. C. 
Walston, Claire Goodwin and Hu- 
bert J. Soher. William Fleming, 
Office Manager of Southern Cali- 
fornia; Timothy Wood, Jr., Man- 
ager of the new Portland office; 
M. D. Harmon, Manager of the 
Modesto office; Patrick D. Kava- 
naugh and Ben Cecchini, execu- 
tives of the San Francisco office, 
also attended. 

Walston, Hoffman & Goodwin 
acquired the business of the long- 
established firm of Hartley Rogers 
& Co. in March, 1950 and have 
been operating from their offices 
in the interim. Walston now has 
29 offices located throughout the 
United States from coast to coast. 
They are members of most lead- 
ing stock and commodity ex- 
changes and are recognized as 
one of the largest firms in 
America. 

Heading the Seattle office is 
Jack E. Jones, Resident Manager, 
who was formerly President of 
Hartley Rogers & Co. Other prom- 
inent members of the firm include 
Girton R. Viereck, Martin V. 
O’Donnell, Theron Hawkes, Ed- 
ward Hartley, Ray Moore, Ed- 
ward Gutherless, John Grover, 
Alan Ewing, John Rose and John 
Reed. Miss Mina Becker is 
Cashier. 

Commenting on the firm’s ex- 
pansion program, Mr. Jones said: 

“Walston, Hoffman & Goodwin 
believe that Seattle, with its Co- 
lumbia River Valley hinterland, 
where billions of dollars are be- 
ing expended in development 
work: the Orient with its trade 
potentialities; Alaska with its un- 
developed resources; and _ the 
State of Washington with its for- 
ward looking and _ progressive 
citizens, holds the greatest oppor- 
tunity for business, industry and 
labor in the entire Continental 
United States.”’ 


Frank Fetters Joins 
F. S. Yaniis & Co. 


CHICAGO, Ill. Frank Fet- 
ters has become associated with 
F. S. Yantis & Co., Inc., 135 
South La Salle Street, members 
of the Midwest Stock Exchange. 

Mr. Fetters will be the special 
representative for E. W. Axe & 
Co. in the dealer distribution of 
the Axe-Houghton Funds in the 
Chicago area. 


Joins Shields & Co. 


Special to THE FiNaNCIaAL CHRONICLE) 
LOS ANGELES, Calif. — Ru- 
dolph Wihl has become associated 
with Shields & Company, 510 
West Sixth Strc:t. He was for- 
mer; Cean Witter & Co. and 
E. |] on & Company. 








Number 4914... The Commercial and Financial Chronicle 


Government Price Fixing 


By ROGER W. BABSON 


Commenting on heavy purchase and storage of butter by gov- 

ernment under the price support program, Mr. Babson con- 

tends butter surpluses arise from high prices. Contends not 

only government butter price fixing, but whole phoney system 
of support prices is rancid. 


Can anyone tell me, why, in the 
name of common sense, our gov- 
ernment bought and stored away 
114,000,000 pounds of butter last 
year at a cost 
to you and me 
of better than 
$78,000,000? 

The cry has 
gone up from 
farmers across 
the land that 
people’s eat- 
ing habits are 
cnanging. 
They say folks 
aren’t eating 
as much butter 
as they used 
to. Obviously 
not —they 
can’t afford 


Roger W. Babson 


to! But why 
not? Because the economic 
medicine men in Washington 


have pushed the price so high 
that substitutes have to be 
bought. The family physician may 
tell you that vitamin-reinforced 
margarine is just as nutritious as 
butter, but abolish your phoney 
controls on price and you will see 


én 





which spread the people really 
prefer? They prefer good cream- 
ery butter. 


Last year, for example, we 
spead only 1% billion pounds of 
butter as against 2™% billion 


pounds prewar. But still the farm- 
ers cry in their churns over the 
sharp increases in margarine sales 
—from 300 million pounds pre- 
war to nearly 1,000 million pounds 
last year. Yet they let the De- 
partment of Agriculture continue 
turning their churns! If the boys 
in the Agriculture Department 
keep on, they will churn butter 
producers right out of business. 
And I say this as a boy brought up 
on a dairy farm who has both 
milked cows and delivered milk. 


We Want Golden Butter 


But this isn’t the end of the sad 
tale. People cannot afford to pay 
current high prices for butter 
Hence, consumption falls off. The 
government buys mountains of the 


stuff to maintain high prices. So 
the dairy farmers go merrily on 
churning out more and more 
spread for no one to buy; but for 
Uncle Sam to store away, and for 


you and me to pay for the priv- 
ilege of not using. 

What’s the government going todo 
with all the golden butter bricks? 
Who knows? Recently they have 
been trying to give them to relief 
agencies, schools, and so forth. But 
takers are few because they 
haven’t the kind of money it takes 
to pay transportation charges, es- 
pecially when a good substitute 
answers the purpose. Anyway, 
who wants rancid butter? To my 
way of thinking, not only the but- 
ter, but the whole phoney system 
is rancid. 


Action and Reaction 


This is but one illustration of 
the system of false economics in 
vogue in this country today. You 
just can’t tamper for long with 
the law of supply and demand be- 
fore it will boomerang. Newton’s 
law of action and reaction also 
applies here as aptly today as two 
hundred years ago. Ostrich eco- 
nomics (the head in the sand va- 
riety) is due for a terribly rude 
awakening some day. 

Yet, our President is urging 
other spending programs like the 
butter program that could run up 
a debt of nearly $15,000,000,000 in 
three years. Projects requiring 


huge outlays of public money— 
when business is at near peak 
performance—wili lead some day 
to economic disaster. If we must 
prime the pump in this fashion in 
good times, what can the sooth- 
sayers possibly have in store for 
us in hard times? The awful con- 
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sequences of this kind of reckless 
spending ought to be taught by all 
high school teachers to their 
classes. The harsh object lessons 
of Great Brtain offer excellent 
source material. 


Unemployment Is Rising 


Unemployment is currently and 
steadily rising. Even Leon Key- 
serling suggests we may have as 
many as 12,000,000 jobless by 1954. 
I wonder if Mr. Keyserling sees 
the connection between a moun- 
tain of butter and the mounting 


_ unemployed. As long as business 


is stifled by an increasing tax 
burden to hold up prices there 
just isn’t venture capital suffi- 
cient to create and expand busi~- 
ness. 


Capital Reserve Corp. 
Is Being Formed 


WASHINGTON, D. C.—Capital 
Reserve Corporation is being 
formed with offices at 1346 Con- 
necticut Avenue to engage in 2a 
securities business. Officers are 
Charles R. Connolly, President; 
Joseph R. Donaldson and George 
S. Elmore, Vice-Presidents; and 
Edward R. Terry, Secretary- 
Treasurer. Mr. Connolly was 
formerly head of Charles R. Con- 
nolly Co. and prior thereto was 
with A. W. Benkert & Co. of New 
York City. Mr. Donaldson was a 
director of Plough & Co., Inc. and 
prior thereto was associated with 
Weil & Arnold. 
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Maturity Rate 
195] 2.50% 
1952 2.50 
1953 2.560 
1954 2.50 
1955 2.50 
1956 3 
1957 3 
1958 3 


Blyth & Co., Inc. 





Dated May 1, 1950. 


Goldman, Sachs & Co. 
Stone & Webster Securities Corporation 


A. C. Allyn and Company 


Incorporated 


Hemphill, Noyes, Graham, Parsons & Co. 
Dean Witter & Co. 


This advertisement is not, and is under no circumstances to be construed as, an offer of these securities for sale or as @ 
solicitation of an offer to buy any of such securities. The offer is made only by the Offering Circular. 


$60,000,000 — 


Pennsylvania Company 


Collateral Trust Serial Bonds 


Due serially $2,400,000 each May 1, 1951 to 1975, inclusive. 





The issuance and sale of these Bonds are subject to authorization by the Interstate Commerce Commission. 














Yield Maturity Rate Yield Maturity 
1.75% 1959 3.10% 3.10% 1968 
2.00 1960 3.20 3.20 1969 
2.20 5961 3.30 3.30 1970 
2.35 1962 3.40 3.40 1971 
2.50 1963 3.45 3.45 1972 
2.75 1964 3.55 3.55 1973 
2.85 1965 3.65 3.65 1974 
3.00 1966 4 3.70 1975 
1967 4 3.85 


Plus accrued interest from May 1, 1950, in each case. 





Copies of the Offering Circular may be obtained in any State only from such of the several Purchasers 
named in the Offering Circular and others as may lawfully offer these securities in such State, 


Kuhn, Loeb & Co. 


Eastman, Dillon & Co. 


Incorporated 


A. G. Becker & Co. 


Incorporated 


Hornblower & Weeks 


The First Boston Corporation 
Harriman Ripley & Co. 


Lehman Brothers 


Union Securities Corporation 


Blair, Rollins & Co. 


Incorporated 


Lee Higginson Corporation 


Wood, Struthers & Co. 


Salomon Bros. & Hutzler 








Rate Yield 
4 % 4.00 % 
4.05 4.05 
4.15 4.15 
4.25 4.25 
4.35 4.35 
4.40 4.40 
4.50 4.50 
4.50 4.50 


Glore, Forgan & Co. 
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Planning for the 17th Annual NSTA Convention has 
been under way since last January under the direction 
of Edward H. Welch of Sincere & Co., in Chicago, as- 
sisted by Herbert H. Blizzard of Herbert H. Blizzard & 
Co., in Philadelphia. It was not until mid-April that the 
leaders of the Convention Committee together with 
NSTA President H. Frank Burkholder of Nashville, 
Tenn., and Secretary Morton A. Cayne of Cleveland, 


ig 
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NSTA Committee Visits Virginia Beach 


Current Construction 


By JOHN L. HAYNES* 
Chief, Construction Division, U. S. Department of Commerce 


Predicting building will keep its present pace throughout 1950, 
Commerce Department specialist ascribes present high level to 
home buIding. Points out other construction is below normal, 
and total consiruction is about equal to prewar level. Sees 


no likelihood bu lding costs 


It seems that my task calls for 
a few very brief remarks on 
three subjects: (1) What’s the 
relative size of our present con- 
struction 
boom—or is it 
a boom; (2) 
Wheredo 
some of the 
economic in- 
dicators relat- 
ing to con- 
struction 
point, and (3) 
How serious 
is the mate- 
rial appearing 
in the May 
issue of the 
‘National 
Savings and 
Loan League 
Journal” on the “Future Demand 
for Housing.” 


Point No. 1 


An unusually mild winter in 
most sections of the country is in 
part responsible for the high level 
of construction activity during the 
first four months of this year 
which amounted to a little over 
$6 billion, a rate 20% higher 
than last year. On a seasonally 
adjusted basis we have a con- 
struction volume which is going 
at the rate of almost $22 billion 
a year, certainly the highest on 
record. In addition to this there 
is, of course, several more billion 
of maintenance and repair work. 


Home building dominated con- 
struction activity throughout the 
winter; some other types of con- 
struction yielded a bit to the 
weather but housing didn’t. Pri- 
vate and public housing, data 
among the latter being propor- 
tionately small at present, to- 
gether accounted for around 45% 
of all new construction put in 
place during the first few months 
of this year. Some 400,000 new 
dwellings were started during the 
first four months and this figure, 


John L. Haynes 


*An address by Mr. Haynes before the 
Convention of the National Sav- 

ings and Lean League, 
June 1, 1950. 


Larcege, iil, 


will decline in near future. 


by the way, does not include farm 
houses. The 110,000 houses started 
in March exceeded all previous 
records, but the record didn’t 
stand very long, it was beaten in 
April with 126,000 starts. 


According to the F. W. Dodge 
Corporation, contracts awarded in 
the 37 Eastern States set another 
major building record. During the 
first four months of this year 
contracts were let at the rate of 
about 60% greater than in the 
corresponding period last year. 


Costs — Average construction 
costs with some fluctuation con- 
tinued to inch upward during the 
first months of this year. Our 
composite index stands at a little 
over double the prewar level. 
Wholesale prices of building ma- 
terials also increased and have 
been on the increase, gradual 
though steady, for about five 
months. 


Boom?—While it would be hard 
to deny that construction is boom- 
ing, certainly housing has been 
to a much greater extent than 
commercial and industrial con- 
struction; but if we compare con- 
struction expenditures to all other 
expenditures maybe we don’t 
have a boom. Over a long pe- 
riod of years 10 cents of every 
dollar that the wife spends when 
she goes downtown somehow 
finds its way into the construction 
of department stores, street car 
tracks, housing or some other 
form of building. In the years 
immediately following the war 
only five cents of every dollar 
spent resulted in building of some 
kind, but now the ratio is back to 
10% again. So maybe we can 
say that insofar as construction 
in general is concerned this is 
not a boom but just a “normal” 
good year — and I think that’s 
enough statistics on the dimen- 
sions of construction. 


Point 2 


Let me read 10 lines—on some 
of the economic indicators affect- 
ing home building: 


Personal incomes are rising, 


visited Virginia Beach and completed many plans while 
inspecting the facilities of The Cavalier Hotel which will 
be Convention headquarters. 


Aside from the Hotel and its beautiful grounds, the 
Committee visited the Beach Club, with its cabanas and 
the Cavalier Yacht and Country Club where the NSTA 
Calcutta golf tournament will be conducted. 


even when G. I. life insurance re- 
funds are excluded. 

Nonagricultural personal in- 
come in the first quarter of 1950 
exceeded even its previous peak 
in the final quarter of 1948—farm 
income was somewhat lower. 

The general outlook for profits 
is better than at any time last 
year —though profits in home 
building may be squeezed a bit. 

Unemployment has declined 
significantly. There were a mil- 
lion more people at work in April 
than in March. 

Payrolls moved upward during 
first quarter of this year from the 
fourth quarter of 1949. 

Personal consumption expen- 
ditures in the first quarter were 
at a rate higher than at any time 
in 1948. 

New orders on the books of 
manufacturers established a new 
postwar peak in March. 

Steel production currently is 
above 100% of theoretical ca- 
pacity. At the end of April short- 
ages of steel are beginning to 
appear. 

Retail trade, seasonally ad- 
justed, during the first quarter 
was 4% ahead of the closing quar- 
ter of last year. Sales of house- 
furnishings were especially 
strong. 


Point 3 


The editors of your Journal are, 
in my opinion, to be compliment- 
ed—among other reasons, for in- 
cluding in the May issue an article 
on “The Relationship of Family 
Formation to the Demand for 
Residential Building.” I say this 
not because the article originated 
in the Commerce Department but 
because this analysis forecasts the 
need for action if our present rate 
of home building is to be main- 
tained. While to the economist 
the article is interesting reading 
I might take two or three minutes 
to summarize it for those who 
may have found the statistical 
process heavy going. 

Those Census figures called 
vital statistics are among our best 
statistics. May I say here that 
while vita! statistics, particularly 
those relating to family forma- 
tion, provide an excellent, rough 
measure of the demand for hous- 
ing in the near future I realize 
that they—that is vital statistics 
—are not the only things that sell 
houses. 

Recently households were being 
formed at the rate of 1,400,000 per 
year. This much greater than 
normal increase in households re- 
sulted principally from three 
causes: 
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Again a special train will be operated starting in Chi- 
cago and stopping for a day in Washington, enroute to 


Virginia Beach. Side trips are also a part of the program 





(a) the more than normal in- 
crease in number of married 
couples, reflecting the very high 
postwar marriage rate. 


(b) the undoubling of married 
couples previously living as sub- 
families in other households, and 

(c) the setting up of additional 
households by single persons, or 
two or more unrelated persons. 

Contrast the figure which I just 
mentioned of 1,400,000 with the 
average of only 600,000 house- 
holds created from °40 to °47. In 
no smal! part the recent high 
family formation was due to the 
marriage rate being almost twice 
the normal rate. Although still 
above normal the marriage rate 
has been declining since 1946. 

Long-range projections by the 
Census Bureau forecast that the 
rate of new family formation will 
drop to about 440,000 per year in 
the five years from 1950 to ’55 and 
to 390,000 per year in the follow- 
ing five years. 

Your immediate reaction must 
be to dispute the figures. If we 
had family formation of about 
600,000 during the war with sev- 
eral million men overseas part of 
this time why is it going to be so 
low in the coming decade? 


A simplified answer is that 


AD LIBBING 


Herbert H. Blizzard of Herbert H. 


and a day will be spent in visiting Williamsburg, Virginia. 

Members are urged to start planning now to attend 
what promises to be the largest attended NSTA Conven- 
tion on record. Applications for convention registration 
and hotel space will be sent to all members on July 10th. 


there will not be as many young 
people around, because: 

(1) the low birthrate in the 
depression years causes us to have 
in the near future a low popu- 
lation. of marriageable folks. 

(2) this low population of 
prospects for houses has been re- 
duced still further by the very 
high marriage rate following the 
war—these marriages using up in 
advance, if you don’t mind the 
expression, the inventory of elig- 
ible girls and bachelors. 

Without going through the de- 
tailed statistical processes tonight 
as to the effect of demolitions, 
immigration, the fact that 30,000 
farm boys move to the city per 
year, and the many other factors, 
I will merely say that reasonable 
computations lead to the conclu- 
sion that family formation begin- 
ning about 1952 will be at a level 
only half our present home build- 
ing rate. 

What may result from tomor- 
row’s easy financing—the lure of 
the new house with an efficiency 
kitchen — better roads and cars, 
which extend suburban living. and 
a host of other factors will to 
some extent, perhaps to a con- 
siderable extent, offset the fact of 
low family formation in the 
future. 


Blizzard & Co., Philadel- 


phia, Pa., is a member of the N.S.T.A. Advertising Committee as 
Chairman of our Philadelphia Affiliate. 

Herb has had all the honors bestowed upon him by both the 
Investment Traders Association of Philadel- 
phia and the National Security Traders. He is 
a past President of these organizations and is 


a most active member. 


He has attended all of 


our national conventions and participates most 


sincerely in all discussions. 


His advice and 


counsel are always sought at national com- 
mittee meetings. 

About 16 years ago when President of 
N.S.T.A. he was most cooperative with the ad- 
vertising committee and now his experience 
and popularity should place our Quaker City 
affiliate up with the first three in revenue 
producing contracts for the 1950 Yearbook or 
supplement of “The Commercial and Financial 


Chronicle.” 


HAROLD B. SMITH, Chairman 


Herbert H. Blizzard 


N.S.T.A. Advertising Committee 


Pershing & Co., 120 Broadway, New York City 
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Pink Promises for Pale People 


By DONALD R. RICHBERG* 


Former New Deal Federal official, justifying early New Deal 
policies as need for quick-act'ng, although dangerous remedies, 
finds in it today a transformation from constituiional repub- 
lican form of government into national paternalism. Adm‘ts 
New Deal educated many people to unhappy dependence upon 
government, and asserts many self-reliant individuals exchange 
their Lberties for political pledges that are “pink promises for 
pale people.” Attacks FEPC and socialized medicine proposals. 


Carlyle expressed sorrow more 
than a century ago that there was 
no Morrison’s Pill for curing the 
maladies of society. But since that 
timethere 
have been 
great ad- 
vances in both 
medical and 
political 
science. Lydia 
Pinkham, 
Smith 
Brothers and 
Father John 
have leda 
glittering 
parade of the 
healers of sick 
human beings, 
preparing the 
way for those 
healers of a 
sick society: Uncle Joe, Aunty 
Attlee, Paul Robeson and Oscar 
Ewing, who have been quietly 
perfecting panaceas for all social 
and economic diseases. 

Pink pills and pink promises for 
pale people are similar com- 
pounds, both sugar coated. A 
popular medicine either to im- 
prove liver conditions, or living 
conditions, must be easy to swal- 
low and offer quick relief from 
distress without the annoyance of 
discipline, diet and hard work 
that might lead to a permanent 
cure. In brief, it should be an at- 
tractive, habit-forming dope. 


You may think that, although 
perhaps qualified to talk about 
political doping I know little 
about medical doping. But, as a 
patient guinea pig who has been 
on the receiving end of medical 
dope for 60 odd years, I think 
that I have a fair understanding 
of why millions of guinea pigs 
keep on going to doctors and mil- 
lions keep on going directly to 
drug stores with prescriptions 
written by sympathetic friends 
or gifted ad writers. 


The remedy offered by a scien- 
tific medico or politico often 
seems more unpleasant than the 
disease, and many a scared patient 
is still more scared of the sur- 
geon than of the undertaker. And 
so miracle pills and magic tonics 
have been the stock in trade of 
charlatans in medicine and poli- 
tics—ever since the original snake 
assured Adam and Eve that an 
apple a day would keep the 
doctor away. 


Even before psychotherapy rose 
from its lowly estate in patent 
medicine advertising to its present 
lofty eminence as a metaphysical 
art of healing, physicians and poli- 
ticians had a common understand- 
ing of the need to inspire their 
followers with more confidence in 
their remedies than they them- 
selves felt. They had also a com- 
mon understanding of the need 
to provide quick relief from pain 
and worry. Such relief, even al- 
though temporary and not cura- 
tive, should arouse faith, hope 
and a charitable acceptance of 
the superior wisdom of _ the 
medicine man. 


A National Paternalism 


Perhaps this explains the tolera- 
tion with which many disciples 
of Hippocrates have watched the 
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*An address by Mr. Richberg before 
the Clinical Club of Washington, D. C., 
May 16, 1950. Mr. Richberg is a member 


of the law firm of Davies, Richberg, 
Beebe, Busick and Richardson, Washing- 
ton, D. C. 





rapid transformation in recent 
years of our constitutional re- 
publican form of government into 
a national paternalism. They 
probably recognized, in the early 
days of the New Deal, the need 
for quick acting, although dan- 


e4 gerous, remedies. 


They saw millions of workers 
unemployed and fear-ridden. 
They saw millions of farmers in 
desperate need, millions of home 
owners facing the loss of their 
homes. They saw great banks 
closing and huge enterprises going 
down. Our whole economic struc- 
ture was apparently disintegrat- 
ing. It was no time for political 
doctors to advise an austere eco- 
nomical diet, self-discipline and 
plenty of rest, fresh air and sun- 
shine. These people needed a shot 
in the arm, not a kick in the 
pants, nor a lecture on mental 
hygiene. 

The universal cry was: “Why 
doesn’t the government do some- 
thing?” That cry is like a fire 
alarm to a good politician. He 
slides joyfully down the brass 
pole and soon, as a helmeted hero, 
he is smashing your windows, cut- 
ting holes in your floors and 
pouring tons of water over your 
household treasures, with a ruth- 
less determinatoin to save the 
community from destruction by 
fire—even though you may be 
drowned or bankrupted by the 
process of salvation. 

As a surviving veteran of the 
rescue brigade of 1933 I can as- 
sure you that the dominant aim of 
the original New Deal was to save 
a free economy and a free govern- 
ment from destruction. It was a 
rush of red-helmeted firemen to 
stop the spread of revolutionary 
flames. There were not red-shirt- 
ed conspirators trying to kindle 
new fires, although it must be 
confessed that every now and then 
someone made the mistake of 
pouring gasoline on red hot coals. 

You may find it difficult today 
to believe that these follies were 
not officially approved, particu- 
larly in view of the programs 
which are now being advanced 
and described as mere extensions 
of the New Deal design. It is 
also now evident that the New 
Deal educated many people to an 
unhappy dependence upon gov- 
ernment, that it granted special 
privileges in payment for votes, 
and that it helped prepare the 
way for selling what the socialists 
call “security” to a host of timid 
people who have lost confidence 
in their ability to support them- 
selves in the competitive strug- 
gles of a complex civilization. 
Thus millions were educated to 
sacrifice the individual liberties 
of a self-reliant people in ex- 
change for political pledges which 
can never be redeemed—pledges, 
not of freedom to do things, which 
a government can guarantee, but 
of freedom from fear and want, 
which no government can guar- 


antee — pink promises for pale 
people. 

But how could the American 
people and their government 


avoid being influenced by the ap- 
parent “wave of the future” which 
was carrying all the little crafts 
of private enterprise off the 
stormy seas into the “security” 
harbors of paternal, big govern- 
ment? Look back and recall that 
Mussolini had created a Fascist 
socialism in Italy; Hitler was com- 
ing to power, bringing a Nazi 
socialism to Germany; Stalin was 
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toughening a communist socialism 


in Russia. In tae Far East Japan 
was moving forward in the im- 
perial design of cominating Asia. 

There was a mood of defeatism 
in depressed America that could 
weicome—that almost demanded 
—a dictatorial President—a mood 
in which Congress passed law 
after law giving vast, unprece- 
dented powers to the President. I 
would be the last to claim that 
all such powers were wisely 
granted or wisely used. But I 
will assert that, in the high com- 
mand of the national government, 
there was no one of commanding 
influence who, before the Second 
World War, had any design or 
desire to transform our-republi- 
can form of government into a 
national socialism in the pattern 
of either Fascism or Communism 
or any other variety of a pater- 
nalistic state. 


Finding No Cure for Economic Ills 


And yet, unfortunately, in the 
years from 1933 to 1940, our gov- 
ernment moved from one expedi- 
ent remedy to another, always 
seeking and never finding a last- 
ing cure for economic ills, and 
always under pressure to give 
several million patients a quick 
relief from pains and worries that 
seemed intolerable—relief for the 
unemployed, for struggling farm- 
ers, for worried home owners, for 
depressed business men. Even 
those who clamored for less gov- 
ernment and more economy usu- 
ally accepted the need for more 
government controls and more 
government spending than were 
good for them. Like the millions 
who voted for prohibition and 
patronized bootleggers, they ad- 
vocated paternal discipiine for 
others and sought lawlessly to re- 
tain individual liberty for them- 
selves. 


Then came the Second World 
War, moving nearer and nearer to 
our shore until it finally broke 
upon us with the fury of a hurri- 
cane. It is interesting here to re- 
call that President Roosevelt him- 
self then observed that Doctor 
New Deal had now become Doc- 
tor Win-the-War. But, Doctor 
Win-the-War had not become a 
socialist. The government. did 
not even take over the railroads 
as in the First World War. The 
government summoned all the en- 
ergies of a free people, cherishing 
as much of a free economy as 
could be maintained, tolerating 
exasperating obstructions and ex- 
actions by organized free labor, 
safeguarding the properties and 





the futures of farmers and busi- 
ness men, and dealing patiently 
with all the harassments of a self- 
governing people and the ineffi- 
ciencies of a democratic govern- 
ment. 

And so the war was won by a 
free people who proved again that 
there are reservoirs of strength 
available to the leaders of a free 
people that cannot be equalled by 
all the dammed up resources of an 
efficient tyranny. 

The victorious end of the war 
should have imposed a command 
upon farsighted politicians to re- 
store promptly to the people their 
powers of self-government and 
their obligations of self-support. 
In America, at least, there was no 
such superhuman task of recon- 
struction as drove millions of con- 
fused, impoverished people in 
Europe to seek in new tyrannies 
a power great enough to establish 
a new order—a radically new or- 
der in which those who had suf- 
fered more in the war would suf- 
fer less in the hardships of 
reconstruction and reap more of 
the hoped for gains of future co- 
operative production. 


A Postwar Communist Wave 


But the pre-war fascist ‘““wave 
of the future” had been sup- 
planted by a post-war communist 
wave that threatened to engulf 
Europe and Asia and leave Amer- 
ica isolated in a largely hostile 
world. Doctor Win - the - War 
must now become Doctor Win- 
the-Peace. The political medi- 
‘cine men, like other medicine 
men, are profoundly influenced 
by prevailing currents of opinion. 
“Social responsibility” became 
the keynote of political action 
here as in other lands. The United 
States, the greatest available res- 
ervoir of economic strength in the 
world, was told that it must ac- 
cept its “social responsibility” for 
the welfare of mankind. It must 
tax and tap its great resources for 
the rebuilding of Europe. At the 
same time it must tax and tap 
those resources to raise the stand- 
ard of living of all of its own citi- 
zens. 

Here was a vast project for 
which there could be only one 
management—the national gov- 
ernment. So we were told that we 
must socialize industry and agri- 
culture — in order to stop the 
spread of national socialism. We 
must level down all inequalities 
of birth or achievement, whether 
social, economic or political and 
eliminate those sinful incentives 
of private gain which are scorned 
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by all well-trained communists. 
We must protect the precious lib- 
erties oi revoiuuonists to conspire 
and conn.ve to overthrow the gov- 
ernmen.; ana we must curtail the 
old “selfish liberties of individ- 
uais to pursue happiness in their 
own way, to serve themselves and 
to take care of their dependents. 
We must subordinate these an- 
cient liberties to our new obliga- 
tions as “servants of the state.” 
Such is tne program that has 
emerged from the new doctrine 
of “social responsibility.” In Eng- 
land it is called socialism. In 
Russia it is called communism, In 
the United States its disciples call 
it “liberalism” and its opponents 
recognize it as the “new slavery.” 


A New Form of Servitude 


There is an Article in the Con- 
stitution of the United States 
which provides that neither slav- 
ery nor involuntary § servitude 
shall exist within the United 
States, except as a punishment 
for crime. As a lawyer I wish I 
could assure you that servitude 
to the government is forbidden 
by that supreme law. But as a 
lawyer I must tell you that, under 
a Federal law, a farmer is not 
now permitted freely to raise 
grain on his own farm and feed it 
to his own livestock, without be- 
ing subject to severe penalties; 
and that law has been sustained 
by the Supreme Court. In other 
words, a man can be forbidden 
to work for himself and to use his 
own products, without conforming 
to a law regulating the price of 
his products and the amount of 
his production. Such a law may 
be benevolently administered, but 
the benevolent treatment of slaves 
has never justified slavery. 


But the new doctrine of social 
responsibility is used to justify 
the new slavery; and the psychol- 
ogists and psychiatrists of the new 
era have played no small part in 
persuading bewildered, guillible 
people that social responsibility 
enforced by government is the 
road to human salvation. Ac- 
cording to the new gospel of Saint 
Marx the supreme personal re- 
sponsibility is to be a faithful ser- 
vant of political rulers whom we 
must rely upon to lead us, or to 
drive us, into the Promised Land. 
The Kingdom of God will be no 
longer within us; it will be within 
the tender keeping of the Masters 
of the State. 

If, as some of my old friends 
and enemies believe, I ever con- 


Continued on page 27 
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This week we turn our atten- 
tion to a speech made by Charles 
Bacon on June 5 at an insurance 
convention in New York. Mr. 
Bacon, who is manager of the 
Mutual Funds Department of Ira 
Haupt & Co., discussed, with no 
toe-treading, the problem of 
inter-industry competition— 
namely, between life insurance 
companies and mutual funds. 

Mutual Funds, in the scheme of 
national economic life, is no 
longer an obscure oddity, a sales 
scheme for selling securities, Its 
growth has been electric. Bid- 
ding actively for the attention of 
labor union treasurers and for the 
handling of pension plans, the 
growth of Muiual Funds may 
even be more phenomenal in the 
future. 

That there should even arise a 
discussion of inter-industry com- 
petition between insurance and 
mutual funds is indicative of the 
fact that battle lines are to be 
drawn or compromises made. The 
Funds have moved into the ranks 
of large-scale industries. 

Clearly then, on the policy 
level, the Funds industry needs 
its leaders and their wisdom for 
this crucial stage in its growth. 
With a sensible, far-sighted ap- 
proach, there will be no excuse 
or reason for other than sane and 
intelligent regulation by govern- 
ment. Regulation extant now to 
correct the well-known and fla- 
grant abuses of the dim past can 
only be lessened by the honest 
forthrightness and good practice 
of the industry itself, in its be- 
havior toward its customers and 
other industries. 


With these tew comments in 
mind, one might read Mr. Bacon’s 
speech, It certainly is not all- 
inclusive—he ignores the differ- 
ence in risk factors, for example— 
nor will it be the last word. How- 
ever, new courses must be set, 
and the issues raised in Mr. 
Bacon’s speech are indicative of 
the growing pains to come. 


The essence of Charles Bacon’s 
discussion follows: 


Insurance men sell an instru- 
ment which can provide for fu- 
ture education, payment of a 
mortgage, and many other human 
needs. The 
greatest 
function you 
perform, 
it appears, is 
for the pro- 
tection of 
those left be- 
hind. 

Now Invest- 
ment Trust 
shares per- 
form these 
identical 
services plus 
one other 
which I _ be- 
lieve you 
will agree cannot be accomplished 
by insurance. This extra service 
is sort of an “eating of the cake 
and having it too.” For where 
insurance provides for protection 
after death, Mutual Funds’ ob- 
jective is to provide protecticn 
for you while you are still alive. 
At the same time, the corpus of 
the Fund exists for the protection 
needed by others after we die. 
The retirement income policy and 
annuity do this, but not to the 
same degree. There is quite a 
difference between investment in 
these policies and in Mutual 
Funds, 
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Friendship 

As I have said, it is perfectly 
natural that Mutual Funds and 
insurance should go hand in hand 
without friction other than the 
healthy competition necessary to 
all aggressive progress. The in- 
Surance salesman should not, of 
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course, belittle or condemn the 
Mutual Fund program his pros- 
pect either has, or is contemplat- 
ing. He should insist that his pros- 
pect’s assets in emergency funds, 
life insurance and investments be 
balanced, just as we do. The only 
possible quarrel that I or others 
in Mutual Funds may have with 
insurance programs is when they 
are offered as investment pro- 
grams. -Insurance is not a proper 
medium for investment any more 
than Mutual Funcs are a proper 
medium for death protection. We 
each have our place and we in 
Mutual Funds have no place in 
the usurpation of the prerogatives 
of insurance. 

I am thinking of the high-pre- 
minum policy. In small amounts, 
up to $5,000, I believe it is per- 
fectly proper to consider the en- 
dowment policy an investment, 
for the relatively small amount 
of premium, up to the age 35, 
could not be employed in an in- 
vestment to greater advantage. 
But when one considers larger 
face values, $10,000, $15,000, or 
more, and premiums involved, I 
do not believe there is justifica- 
tion for investing in such a 
program. I believe the prospect's 
needs are better filled through an 
investment program plus _ insur- 
ance protection, than by investing 
in insurance. 

Same Interests 

We have the same purposes and 
interests. For instance, where 
you provide for education, pay- 
ment of a mortgage, and for other 
matters, through monthly, quar- 
terly or annual premiums, with 
insurance protection, we also offer 
Periodic Payment Plans for these 
purposes whereby one accumu- 
lates shares in one Trust or an- 
other. Of course, being a Mutual 
Funds man, it is very difficult for 
mine to understand why we should 
not have all of the investment end 
of such programs and you have 
all the insurance end. In other 
words, a hook-up of low-premium 
life insurance protection with an 
investment program. Of course, 
that is not the way it is. The 
exception comes in the insur- 
ance field with that agency de- 
voting its time to estate building 
programs. Here there is justifi- 
cation for the sale of the larger 
endowment policy and other high- 
premium insurance. Here you sell 
this type of policy for other than 
death protection since it fits into 
an estate program for other 
reasons non-existent with the 
“middle group” who look for and 
need only death protection. 


Main Difference 

The main difference between 
Insurance and Funds is in method. 
mechanics and time. To lump 
together method and mechanics, 
the difference lies in the invest- 
ment medium used and in mer- 
chandising techniques. The third 
element, the time increment. is 
the important difference, An in- 
surance policy should be protec- 
tion for others while ownership 
of Mutual Fund shares is protec- 
tion for you and others. Death 
Protection—Living Protection. 

How do they do it? Both in- 
surance and Mutual Funds do it in 
about the same way. They both 
invest their client’s money in a 
portfolio although the securities 
are of a different nature in an 
insurance portfolio, so that the 
client, every time he pays his 
premium, is investing in securi- 
ties. The insurance company pro- 
vides, as does the Mutual Fund, 
that skilled management of in- 
vestments which makes it possible 
for claims to be met. 

Now, therefore, what is the 
great difference between the two? 
It lies in the period of time at 
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which each becomes most ef- 
fective. For the insurance policy 
holder that period of time is his 
death. He has bought death pro- 
tection. If he has other policies 
that give him living protection, 
they cannot be as great as we 
furnish in Mutual Funds. 

On the other hand, Mutual 
Funds provide both living and 
death protection. There is a sub- 
stantial income to be derived in 
ratio to what one has put aside 
for retirement. Likewise, the 
principal sum may be passed on 
as a death benefit to heirs and 
assigns. 

The advantage of the insurance 
policy over Mutual Funcs as a 
protection during life is obvious. 
If you die during the accumula- 
tion period your heirs and assigns 
will have much more money for 
much less outgo. However, the 
Mutual Funds advantage is that 
if you live, you will have much 
more real income and principal 
sum to transfer at death. I think 
you will agree that both insurance 
and Mutual Funds have their 
proper place side by side in estate 
planning. 

* % 4: 


Some Things Need Retelling 

George Putnam, of Putnam 
Fund, mentions in “The Trustees’ 
Review” some of the things about 
mutual funds which he believes 
ought to be retold to investors 
today. 

“First, we ought to tell investors 
—and keep on telling them—that 
mutual fund investing is no ‘cure- 
all... There never has been and 
there never will be a riskless in- 
vestment, for ‘do what you will, 
the capital is at hezard.’ In our 
enthusiasm for the ‘mutual fund’ 
way of investing, we are apt, at 
times, to overstate the case. That’s 
uncerstandable, but let’s present 
mutual funds for what they are— 
as a sound way to fulfill various 
investment objectives—as_ the 
means of securing professional in- 
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vestment management at a rea<« 
sonable cost—but not as a ‘cure~ 
all’ or a way to get rich quick. 

“Second, we ought to tell inves- 
tors that mutual funds differ im- 
portantly as to objectives, policies, 
and degrees of risk. 


“Third, we ought to tell them 
that they must expect fluctuations 
in the value of their investment; 
therein is the big difference be- 
tween the savings deposits and 
mutual fund shares, There is 
nothing wrong or unusual in these 
fluctuations. They are a normal 
part of all investing. 


“Fourth, we ought to emphasize 
that investors shouldn’t put their 
money in any mutual fund with 
the idea of ‘selling out at a profit 
tomorrow. Investors should be 
encouraged to look at 
iunds as they look at their homes 
—as something to keep and cher- 
ish as long as they meet their 
requirements and give them sat- 
isfaction, regardless of the 
periodic ups and downs in price. 


“Mutual funds are the means 
whereby two highly desirable ob- 
jectives may be _ realized—first, 
the building of ‘trust estates’ for 
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EATON & HOWARD 
BALANCED FUND 


The Trustees have declared 
a dividend of twenty-five cents 
($.25) a share, payable Jum 
24, 1950, to shareholders of 
record at the close of business 
June 15, 1950. 

24 Federal Street, Boston 
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The Trustees have declared 
a dividend of fifteen cents 
($.15) a share, payable June 
24, 1950, to shareholders of 
record at the close of business 
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24 Federal Street, Boston 
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large and small investors every- 
where, and second, a wider pub- 
lic ownership of American busi- 
mess. There is a bright future 
ahead for the mutual fund indus- 
try as long as all of us continue to 
build soundly and with one 
thought uppermosi in our minds 
at all times—service to the in- 
vestor.” 


Keystone Officer 
Speaks in Montreal 


William C. Cusack, of Keystone 
Custo iian Funds, in the course of 
a speech delivered at the Third 
Canadian Forum on Mutual Funds, 
May 30, in Moutreal, entitied 
“Labor Meets Canital Through 
Mutual Funds,” listed ten points 
for helping labor through Mutual 
Fun s. 

“We, in the mutual fund busi- 
ness, €an aid both labor ard capi- 
tal an}, by so doi. g, we can make 
a vital contribution to the weliare 
of our countiy 
and assist in 
lessening the 
effect o! Corn- 
munistic plan- 
ning on our 
capitalistic 
system. 

“What can 
we do to help 
labor? First of 
all business- 
wise we 
should list all 
the unions 
and _ ofticers 
that we can 
find. 

“Second, we 
should knock at their doors, tell 
them we believe we have a serv- 
ice to render them and ask for a 
conference. 

“Third, we can prepare a finan- 
cial analysis of their investments 
because much of this information 
is public. 

“Fourth, we can point out to 
them the specific returns they are 
receiving on their investrments, 
which they already know, aid 
upon which we t*irk we can in- 
prove through the mutual fund. 

“Fifth, we can remind them in 
their own organization of the taci 
that skill and experience are in- 
portant for a job. They unaer- 
stand that, too, because many of 
their wage scales are based on 
those factors. We can remind 
them that skill and experience 
are just as imporiant in managing 
securities as in arything else. 


“Sixth, in our conferences we 
can remind them that it is im- 
portant to have an archiiect assist 
in planning a house, otherwise the 
results may be unsatisfactory, and 
that it is important for a financial 
architect to assist in planning the 
financial house for labor. In our 
conversation it is advisable for us 
to tell about the different types 
of mutual investment funds. Some 
are of the industry type, such as 
the steel industry and the railroad 
industry, others have the balanced 
concept, that is, a portion of the 





William C. Cusack 


investment is placed in _ bonds, 
preferreds and common stocks, 
still others assume the overall 


management and others have 
classes of securities whereby tne 
investor can participate in a class 
of bonds, a class of preferred 
stocks, a class of common stocks, 
or a combinaiion. 


“Seventh, in our conference we 
should not attempt to sell securi- 
ties as such but professional man- 
agement, education, information 
and as much knowledge as we 
have on the subject of investments 
and express ourselves in such 
language that they will understand 
—not in the language of the Eng- 
lish squire, the old capitalist, but 
in terms of Joe Doakes, the new 
capitahst. 


“Eighth, we can point out that 
the mutual investment fund, as a 
medium for investment, provides 
for safety through broad diversifi- 
cation, 


better than average in- 


come, professional skill and sup- 
ervision in the management of 
funds and ready inarketability. 


“Ninth, we can remind them 
that over a million investors in 
the United States and Canada 
own these funds and that mutual 
funds have been time-tested 
through wars, depressions and re- 
covery periods and today several 
tcousand hospitals, churches, fra- 
ternal organizations, insurance 
companies, educational institu- 
ticns own them. 


“Tenth, we can tell them that 
the laws of some of the states are 
sucn that mutual funds are lezal 
investments for savings banks and 
other fiduciaries and we can re- 
mind them that no siagle open- 
end investment company has ever 
failed to pay a dividend and that 
Federal and State laws control 
within strict limits the operations 
of mutual companies.” 


National Securities 
Changes Mailing Method 


For the past 10 years, National 
Securities’ trustee bank, Empire 
Trust Co., has been sending cer- 
tificates for National Securities 
Series shares to members of its 
Selling Group by registered mail. 
Effective May 1, this system has 
been changed so tiat certificates 
go forward first class mail covered 
by insurance. 

A large and well known pond- 
ing and surety company has re- 
cently developed a new type of 
surety bond under which they 
will insure the sending of non- 
negotiable securities by first class 
rail unregistered. This policy has 
been written for a number of the 
large New York banks and Stock 
Excl ange firms, as there are defi- 
nite advantages in delivery and 
speed in settlements. 


A Lengthy Process 

Under the registered mail pro- 
cedure, it was necessary for the 
dealer to advise the trustee of ihe 
non-receipt of the _ certificates. 
The trustee was tren obliged to 
advise the post office departinent 
to put a tracer on the registered 
mail item and this could take 
anywhere from ten days to a 
month. Upon receipt of the re- 
port from the post office depart- 
ment t at the certificate was lost, 
the commercial insurance com- 
pany of the trustee would post a 
bond and a duplicate certificate 
would then be issued. This was a 
lengthy process. 


Under the new first class mail- 
ing covered by insurance, it is 
orly necessary for the dealer to 
advise the trustee of the non- 
receipt of the certificate. The 


surety company then sends the | 


cesler an affidavit to execute to- 
gether with one dollar to cover 
the notarization fee. Upon return 
of the affidavit to the surety com- 
pany, an open penalty bond 


issued immediately. 


While an extremely small num- 
ber of certificates have 
astray, it is felt that the new sys- 
tem will speed up delivery of cer- 
tificates and simplify the proce- 
dure in those few cases where loss 
of certificates dces occur. 


Group Securities Holders 
To Vote on Changes 


Broadening of the investment 
powers of the Agricultural Shares 
class of Group Securities, Inc. and 
a simultaneous change in its name 
to “The Common Stock Fund of 
Group Securities,” has been rec- 
ommended by the directors of this 
investment company and the pro- 
posal will be placed before the 
shareholders at a special meeting 
on June 26, 1950. 


At the same time, shareholders 
will be asked to approve a change 
of name only by identifying four 
Groups as “funds” rather than 
classes. These changes, according 
to the Group management, will 
distinguish between the five cross- 


is | 
filed and the new certificates are | 


gone | 
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sectional funds, including The 
Common Stock Fund, and the 17 
industry classes of the Group 
structure. 


Munderloch on “Organizing 
Your Sales Talk” 


Investors Diversified Services, 
in its “Broadcaster” for May, 1950, 
highlights a pithy article by A. C. 
Munderlocn, Central Sales Man- 
ager, entitled “Organizing Your 
Sales Talk.” It should be “must 
reading” for Funds salesmen. 


Nesbett Fund Increases 


Net assets of the Nesbett Fund 
on May 17, 1950 totaled $575,000, 
or $9.58 per share, compared with 
$555,000, or $9.58 per share on 
Feb. 28, 1950 and $422,000 or $8.55 
per share on May 17, 1949. 


Eberstadt Compiles 
Financial Records of 
Chemical Fund Cos. 


A booklet containing the fi- 
nancial records of 37 companies in 
the chemical field since 1929, a 
period covering war and peace, 
depressions and boom years—an 
era of great industrial develop- 
ment—is being issued bv F. Eber- 
stadt & Co., Inc., 39 Broadway, 
New York 6, investment bankers 
and managers and distributors of 
Chemical Fund, Inc. The study 
reveals the rather striking growth 
of the chemical sector in the na- 
tion’s economy, particularly in the 
case of a number of smaller com- 
panies which have now become 
important factors in the industry. 


Selected Series on 


Common Stocks 
Selected American Shares, in 
comprehensive bulletins, is pro- 
viding shareholders and potential 
shareholcers with readable and 
well-reasoned analyses of why 
Selected American prefers com- 
mon stocks, Titles of the bul- 
letins ‘so far are: Population 
Growth—Another reason for con- 
fidence in stock values; Some- 
thing New Has Been Added—Our 
third ‘reason for liking stocks; 
New Industries—A fourth reason 
why we favor common stocks for 
investment. 


Engle to Represent 
Knickerbocker 


Knickerbocker Shares, Inc., an- 
nounce that Tracy R. Engle will 
represent 
them on the 
Pacific Coast. 
Formerly head 
of his own 
firm and later 
resident man- 
Ree¢r zy © Ff 
Buckley 
Brothers, Mr. 
Engle has 
been a gover- 
nor and of- 
ficer of the 
New York 
Security 
Dealers Asso- 
ciation and a 
member of 
the District 13 Committee, the 
Committee on Business Conduct, 
and the Quotations Committee of 
the National Association of Se- 
curities Dealers. 


Tracy R. Engle 


Schaub on European Trip 


Harry P. Schaub, President of 
Harry P. Schaub, Inc., investment 
dealers of Newark, N. J., is leav- 
ing on a European trip with Mr. 
Schaub and their daughter Carol 
on the S.S. “America” from New 
York on June 7. An automobile 
tour will be made of France, 
Italy, Switzerland, Denmark, 
Sweden, Norway and England. 


They will return early in August 
and will spend the remainder of 
the summer at their summer home 
on Nantucket Island, Mass. 
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Small Wonder! 


“The American people are and always have been 
a progressive people. Reaction they want none of; 


conservatism they want 


in moderate amounts; 


but above all they seek a party with a leadership 
which is realistic, possessed with common sense 
and able to recognize conditions and problems as 
they are. They are seeking a party with a policy 
and program geared to meet these conditions, and 
to solve these problems without engulfing the 
country in totalitarianism.’”’— Senator Irving M. 


Ives. 
* 


* 


“The Republican Party can best serve the Amer- 
ican people by clearly joining the issue as to 
whether America shall go forward in a freedom- 
of-opportunity society, with its promise of ever- 
increasing reward for individual effort, thrift, and 
initiative, or whether it is to be sucked backward 
into the quicksand of governmental regimentation, 
control and ruinous taxation, which offers no rescue 


except more _ regimentation, 


control, and even 


greater taxation.’—Association of New York State 
Young Republican Clubs in convention assembled. 


What the Senator means by these glittering 
phrases is clear in the main from the record. He is 


definitely a ““me-too-er.”’ 


It may be questioned whether the young Repub- 
licans really themselves know precisely what they 


mean. 


Small wonder the party makes so little headway! 


Bond Bros. Inc. 


(Special to Tue F:NaNctaL CHRONICLE) 


LOUISVILLE, Ky.—Bond Bros., 
Inc., has been formed with offices 
in the Starks Building to engage 
in the securities business. Officers 
are O. S. Bond, President; Clar- 
ence Bond, T. J. Turley, Jr., W. J. 
Chambliss, Jr., and A. A. Savage, 
Vice-Presidents, and L. R. Brooks, 
Secretary-Treasurer. 


New York Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 
has announced the following firm 
changes: 


Transfer of the Exchange mem- 
bership of the late Robert L. 
Hedges to Walter C. Haeussler 
will be considered by the Ex- 
change on June 15, 








any time thereafter. 


after June 7, 1950. 


Street, New York 15, N. Y. 


New York, N. Y., June 5, 1950 





Atlantic Coast Line Railroad 
Company 
Offer of Exchange Extended 


To Holders of Atlantic Coast Line Railroad Company 
First Consolidated Mortgage 4% Bonds, due July 1, 1952: 


Under the Atlantic Coast Line Railroad Company's Offer 
providing for the exchange of its First Consolidated Mortgage 
4% Bonds, due July 1, 1952 for new General Mortgage 4% 
Bonds, Series A, due March 1, 1980 (bearing interest at the 
rate of 4'/2% per annum from March 1, 1950 to September 1, 
1952), assents had been received as of June 2, 1950 from 
ever 800 bondholders with aggregate holdings in excess of 
$21,900,000 principal amount of Bonds due 1952. Letters of 
Assent or Letters of Transmittal from bondholders who have 
not yet assented to the Offer will be received by the Agent 
named below at least urtil the close of business on June 21, 
1950, but the Offer may be terminated on that date or at 


The Board of Directors of the Company on May 18, 1950 declared 
the Modified Offer of Exchange operative, and on May 26, 1950, the 
Interstate Commerce Commission authorized the issuance of the 
Series A Bonds. The new General Mortgage'was executed on June 2, 
1950, and the Series. A Bonds will be ready for delivery on and 











Bondholders who have assented to the Offer and bondholders 
who now wish to accept the Offer are requested to forward their 
Bonds, accompanied by a Letter of Transmittal, to City Bank Farmers 
Trust Company, Agent, Corporate Trust Department, 22 William 


— 


Copies of the Letter of Transmittal and the Modified Offer of 
Exchange may be obtained at the office of the Company, 71 Broadway, 
New York 6, N. Y.; at City Bank Farmers Trust Company, Corporate 
Trust Department, 22 William Street, New York 15, N. Y.; and at 
Morgan Stanley & Co., 2 Wall Street, New York 5, N. Y. 


ATLANTIC COAST LINE RAILROAD COMPANY 


C. McD. Davis, President 
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| Tomorrow’s 


Markets 
Walter Whyte 
Says — 

(L— By WALTER WHYTE 


A few more signs have 
raised their ugly little heads 
in the past few days pointing 
to a setback. The chief prob- 
lem is that nowhere is there 
any indication of how deep 
such a reaction can run. 


% *% * 


That last sentence sounds 
ominous; like I’m saying that 
a reaction is really ahead. The 
plain fact is that I don’t know 
if it is or isn’t. All I can point 
to is the suspicious behavior 
of the past few days and say, 
“Look, Dr. Howell, ain’t those 
a couple of nasty looking 
clouds?” 


The eminent rainmaker, Dr. 
Howell, can then tell me that 
what I don’t know about 
clouds will fill libraries. I can 
then tell him back that what 
I don’t know about markets 
can fill even bigger libraries, 
and there we'd be — all 
squared off with m2 standing 
there with my _ ignorance 
showing. 


Last week I joshed “the 
market-is-due . . .” boys and 
flatly said markets go up or 
down for better reasons than 
I’ve heard bandied about so 
far. Just to keep the record 
clear, nothing has happened 
in the market the past few 
days to make me change that 
ers than sellers the market 
view. If there are more buy- 
will go up. If there are more 
sellers than buyers the mar- 
ket will go down. It’s as sim- 
ple as that. 

* *, 

The problem is how can one 
make money out of such 
statements. I don’t have the 
answer to that. I merely 
throw it at you to show you 
I know what you're thinking 
of. : 

To get back to bed rock: 
Two weeks ago the market 
looked higher. A few days 
later it looked like nothing at 





Pacific Coast 
Securities 


Orders Executed on 
Pacific Coast Exchanges 


Schwabacher & Co. 


Members 
New York Stock Exchange 
New York Curb Exchange ( Assvuctate) 
San Francisco Stuck Exchange 
Chicago Board of Trade 
14 Wall Street New York 5, N. Y. 
OOrtlandt 7-4150 Teletype NY 1-928 
Private Wires to Princtpal Offices 
San Francisco—Santa Barbara 
Monterey —Oakland—‘*>--amento 
Fresno—Santa Rosa 








all. Then it looked higher 
again and now it looks lower. 
To get away from that posi- 
tion the market will have to 
hold above the recent lows. 
This won’t mean an immedi- 
ate uptrend. It will mean a 
pulling back from the edge. 
k * *K 

To reverse itself and def- 
initely show new up signs, it 
will have to go through last 
week’s highs and stay there. 

%* ** ** 

All this may sound like it 
will take a lot of doing. Ac- 
tually the range isn’t more 
than a couple of points in 
either direction. And I figure 
that can be taken care of in 
one market session. 

k ok * 

Re-reading the foregoing I 
realize I haven’t given you 
very much to chew on. Yet I 
can’t force markets to talk. I 
can merely try to interpret 
what I think I see. 

*K ok *% 

You now have Certain-teed, 
Flintkote and Timken Detroit 
Axle. Their buying prices 
were 18, 33 and 17, respec- 
tively. Their stops are still 
15, 29 and 14, respectively. 
So long as they stay above the 
latter figures I suggest hold- 
ing. 


tk %* %* 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only.] 











Business | 
Man’s 


Bookshelf | 


Government and _ Business— 
Vernon A. Mund—Harper & Bro- 
thers, 49 East 33rd Street, New 
York 16, N. Y.—cloth—$4.75. 


Havana Charter for an Interna- 
tional Trade Organization, The— 
Arguments Pro and Con—Howard 
S. Piquet and Hermann Ficker— 
Library of Congress Legislative 
Reference Service, Public Affairs 
Bulletin No. 82—Paper. 


New Facts on Business Cycles— 
Arthur F. Burns—wNational Bu- 
reau of Economic Research, 1819 
Broadway, New York 23, N. Y.— 
paper. 


Oil Producing Industry in 
Your State, The—1950 Edition— 
Independent Petroleum Associa- 
tion of America, Ring Building, 
Washington 6, D. C. and 1437 
South Boulder, Tulsa 1, Okla.— 
Paper. 




















SPECIAL CALL OFFERINGS 
® Per 100 Shares Plus Tax @ 


Beth. Steel ..@37'% Aug. 4$275.00 
Cities Service @ 771 July 31 325.00 
Ohie Oil ....@ 351% Aug. 21 275.00 
Admiral Corp. @ 331. Sept. 1 325.00 
U. S. Steel ..@ 33% Sept. 5 350.00 
Richfield Oil .@ 487% July 28 125.00 
Illinois Cent. .@ 411, Aug. 4 125.00 
NY.,Chi.&St.L.@108 Aug. 22 425.00 
Intl. Paper ..@ 45% Aug. 4 225.00 
Yngst’n Sheet @92 July 31 475.00 
Radio Corp. .@ 19% July 31 225.00 
Subject to prior sale or price change 


THOMAS, HAAB & BOTTS 


Members Put & Calls Brokers & 
Dealers Assn., Inc. 


5@ Broadway, N. Y. 4, Tel. BO 9-8470 











MacCallum & Cz. Is 
Formed in Mi. Vernon 


Harry MacCallum, Jr. 


MT. VERNON, N. Y. — Harry 
MacCallum, Jr., has formed Mac- 
Callum & Co. with offices at 22 
West First Street to engage in the 
securities business. Mr. MacCal- 
lum was formerly an officer of 
Peabody, Tyner & Co. 


Morgan Stanley G-oup 
Offers $60,000,000 of 
Northwestern Bell Debs. 


Morgan Stanley & Co. and 52 
investment firms on June 6 of- 
fered to the public a new issue of 
$60,000,000 Northwestern Bell Tel- 
ephone Co. 34-year 2°4% deben- 
tures due June 1, 1984, The de- 
bentures are priced at 101.107% 
plus accrued interest to yield 
2.70% to maturity. The issue was 
awarded earlier in the day at com- 
petitive bidding. Shortly after the 
issue was placed on the market 
Morgan Stanley & Co. announced 
that it had been oversubscribed 
and the subscription books closed. 

Proceeds of the sale will be ap- 
plied toward the redemption on 
July 14, 1950, at 104.375%, of the 
company’s outstanding $60,000,- 
000 of 3l-year 34%,% debentures 
due Nov. 15, 1979. The balance of 
funds required for such redemp- 
tion will be obtained through ad- 
vances from American Telephone 
& Telegraph Co., parent organi- 
zation. 

The new debentures are subject 
to redemption at 104.107% if re- 
deemed on or before May 31, 1955, 
and thereafter at prices decreasing 
to the principal amount if re- 
deemed on or after June 1, 1979. 


Reynolds Go. Exhibit 
On Inv. Business 


Reynolds & Co., 120 Broadway, 
New York City, members of the 
New York Stock Exchange, con- 
tinuing their campaign to reach 
the grass roots with the story of 
the investment businesss, is cur- 
rently sponsoring an exhibit at 
the Better Living Exposition, Al- 
lentown, Pa. The exhibit features 
a stock-ticker and invites the 
people to “learn how you too can 
be a part owner of America’s 
great companies.” 


Minsch, Monell & Go. 
To Admit Partners 


Minsch, Monell & Co., 115 
Broadway, New York City, mem- 
bers of the New York Stock Ex- 
change, will admit William C. 
Longua and Bradbury K. Thurlow 
to partnership on June 15. Mr. 
Longua is manager of the firm’s 
stock department. 


With Waddell & Reed 
(Special to Tue Frnanciat CHRONICLE) 
BEVERLY HILLS, Calif.—Wil- 
liam C. Wilder has been added to 
the staff of Waddell & Reed, Inc., 
8943 Wilshire Boulevard. 
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Bank and Insurance Stocks 











By H. E. JOHNSON 











This Week—Bank Stocks 


One of the best sources of statistical information on general 
bank operations throughout the country is the Federal Reserve 
Board and the Federal Reserve Banks. In addition to the weekly 
compuiation on such important figures as member bank loans 
and investments, periodic reports are published by each of the 
Federal Reserve Banks on bank operations in their respective 
districts. 

Thus, by following and interpreting these figures, an indica- 
tion of the trend of banking operations in a particular section of 
the country can be obtained. This is especially important in those 
areas where the different banks publish only limited information 
on their operations. While it will not take the place of such re- 
ports, it will in a general way give an idea of the various forces at 
work in the area. 

In this connection, the Federal Reserve Bulletin for May has 
a review and discussion of member bank earnings for 1949. Fig- 
ures from one of the tables are presented below: 


MEMBER BANK EARNINGS 
(Dollar Amounts in Millions) 
1949 1948 1917 1946 

$2,986 $2,828 $2,579 $2,403 

1.889 1,795 1,650 1,469 

$929 

232 


251 


Earnings 
Expenses 
Net curr. earns. before income taxes $1,097 $1,033 
recoveries and profits_. are 155 190 
Losses and charge-offs_ \ 166 195 
Net additions to valuation res.__ 125 173 


$854 


$934 
356 
247 


* 


Profits before income taxes_-_- $910 $1.043 


Taxes on net income_______-_ 


Net profits 


$653 $758 
Cash dividends Declared 


281 267 

*Not reported separate!y; transfers to these reserves were included with lesses. 
and transfers from these reserves were included with recoveries. Sach amounts are 
est.mated to have been relatively small, especially prior to 1947. 

A second group of figures is probably of greater interest to 
bank stock investors as it includes the operations of the Central] 
Reserve City Banks in New York and Chicago where there is a 
large concentration of bank capital. 


MEMBER BANK EARNINGS 
(Dollar Amounts in Millions) 
Central Reserve City Banks 
—New York— —Chicago— 
1949 1948 1949 194% 
$476 $476 $120 
148 154 44 
26 25 10 
189 182 46 
114 114 21 


Earnings 
On U. S. Government securities____ 
On other securities__________- 
On loans 
i GE aghmcnetws 





$282 $284 

Salaries and wages oe 164 1€5 
Interest on deposits 8 8 
All other 110 110 


$75 
36 
10 
29 


$192 $45 





Net curr. earnings before income taxes $194 
Profits and recoveries 28 37 23 
Recoveries on securities 3 3 " ] 
Profits on securities 13 16 6 
Recoveries on loans____________~_- 6 7 d 6 

All other 5 11 11 
Losses and charge-offs $23 $34 $12 
On securities ___- 2 19 4 
On loans 12 7 6 
All other 9 8 7 2 





Net additions to valuation reserves_ $33 
On securities 2 
|”. re 30 


$16 $1! 
—9 : 2 
25 13 





Profits before income taxes 


$166 
Taxes on net income 


55 


$178 $53 
39 11 


$41 
1] 


Net profits $139 $42 $30 
Some allowance in the above New York figures should be 
made for the reclassification of nine Central Reserve City banks 
as Reserve City banks during 1949. It is believed, however, that 
this change did not materially affect the earning results. 
It is interesting to note that larger additions to valuation 
reserves and increased taxes on income account for the lower 
net profits for New York banks in 1949. Actually net current 


earnings before taxes and other adjustments were higher for 
period. 














NATIONAL BANE 
of INDIA, LIMITED 


Bankers to the Government im 
Kenya Colony and Uganda 
Head Office: 26, Bishopsgate, 
London, E. C. 

Branches in India, Burma, Ceylon, Kenya 

Aden 


Colony, Kericho, Kenya, and 
and Zanzibar 


Subscribed Capital____£4,000,000 
Paid-up Capital 
Reserve Fund 


The Bank conducts every description of 
banking and exchange business 


Trusteeships and Executorships 
also undertaken 


BANK 


and 


INSURANCE 
STOCKS | 
Laird, Bissell & Meeds 


Members New York Stock Exchange 
Members New York Curb Exchange 
126 BROADWAY, NEW YORE 65, N. Y. 
Telephone: BArclay 7-3500 
Bell Teletype—NY 1-1248-49 
(L. A. Gibbs, Manager Trading Dept.) 
Specialists in Bank Stocks 
































The Treasury’s Role in 
Public Debt Management 


By EDWARD H. FOLEY, JR.* 
Under Secretary of the Treasury 


The general area into which the 
functions of the Secretary of the 
Treasury fall has to do with the 
formulation of policies for the 
financing of 
the Federal 
Government. 
The duties in 
this area re- 
volve around 
the public 
debt, which 
now stands at 
$256 billion. 
The public 
debt increased 
more than 
fivefold dur- 
ing the war 
years. At the 
present time, 
it represents 
over half of 
the debt of the country, both pub- 
lic and private, and comprises a 
substantial portion of the assets of 
individuals and of each of the 
other leading investor classes. As 
a result of this growth in the debt 
and its wide dispersion through- 
out the entire financial structure 
of the economy, the debt of the 
Federal Government has assumed 
a new importance in the whole 
economy of the nation. 


At the end of 1949, securities 
of the Federal Government com- 
prised 56% of the earning assets 
of our commercial banks in this 
country. They were 26% of the 
total assets of life insurance com- 
panies and 45% of the total assets 
of other insurance companies— 
fire, marine, and casualty. Mutual 
savings banks had 53% of their 
assets in Federal Government is- 
sues. It is clear that Government 
securities make up a significant 
part of the investment portfolios 
of financial institutions. 

But non-financial investors— 
corporations and individuals—also 
hold important amounts of public 
debt securities. At the end of 1949, 
such securities represented 34% of 
the liquid assets of individuals— 
by liquid assets, we mean holdings 
of currency, checking accounts, 
savings accounts, savings and loan 
shares, and Federal Government 
securities. Non-financial corpora- 
tions—that is, manufacturing con- 
cerns, wholesale and retail trade 
establishrrents, all of the non- 
financial businesses of the coun- 
try—had 12% of their current 
assets invested in Government se- 
curities. 

The management of the public 
debt is a matter of utmost impor- 
tance. It is a grave responsibility 
and presents many complex prob- 
lems. We are keenly aware that 
the policies which are adopted 
with respect to it affect not only 
the financial structure of the Gov- 
ernment itself, but the financial 
and economic structure of the en- 
tire country. The number-one 
priority in reaching our decisions 
is that the debt must be managed 
in such a way as to make a maxi- 
mum contribution to econoniic 
stability and good business condi- 
tions. 





Edward H. Foley, Jr. 


Current Borrowing 


Whenever the current receipts 
of the Federal Government are 
net adequate to cover current ex- 
penditures, the Treasury must 
borrow new money to finance the 
resulting deficit. In the fiscal year 
1950, to date. ‘hve deficit has 
amounted to abo | $3 billion. The 
Treasury Deparunent is not, o! 
course, responsible for the exisi- 
ence of udget deficit; but the 
responsiwility for financing it rests 
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with us and is a determining fac- 
tor in our debt management pol- 
icies. 

I should like to re-emphasize 
right now that Federal deficits are 
a matter of deep concern to Presi- 
dent Truman, Secretary Snyder 
and me. The recent deficits in the 
Federal budget are not a planned 
part of any program to counteract 
economic trends. They have aris- 
en because of our great respon- 
sibilities in maintaining world 
stability and world peace. At his 
press conference two weeks ago, 
President Truman said that no one 
feels any more strongly about 
deficit financing than he does; that 
we will work our way out and 
eventually balance the budget; but 
that the matter of primary im- 
portance now is the prevention of 
another war. 

Forty-three per cent of the total 
budget for the fiscal year 1951 
represents expenditures which are 
necessary to make our country an 
effective factor in maintaining 
world peace. The largest single 
item in the budget is $13% billion 
for national defense. .The size of 
this item reflects the unsettled 
conditions which have existed 
since the end of World War II, and 
particularly the _ circumstances 
arising out of the “cold war” now 
involving almost the entire world. 
The expenditures for international 
programs are closely allied with 
defense expenditures. In order to 
promote economic stability and 
protect democratic institutions 
throughout the world, we have 
been required to spend large 
sums of money since the end of the 
war for foreign aid. The defense 
and international expenditures are 
in addition to the expenditures 
required to pay the costs of past 
wars. When we add together all 
of the items which are related to 
war and the prevention of war, 
they account for nearly three- 
fourths of the total budget. 


Untimely Tax Reduction 


The tax reduction bill enacted 
by Congress in April, 1948, was 
particularly untimely. It cost us 
about $5 billion of revenues an- 
nually; and coincided with the 
unavoidable adoption by our gov- 
ernment of new defense and for- 
eign aid programs. It was a tax 
reduction bill which we could not 
afford in the face of our domestic 
and international obligations. 


In his tax message to the Con- 
gress on Jan. 23 of this year, 
President Truman outlined a fis- 
cal program designed to reduce, 
the deficit and to reinstate a bal- 
anced budget as rapidly as possi- 
ble. The policies embraced in this 
program were threefold: (1) re- 
duced expenditures on the part of 
the government; (2) measures 
aimed at encouraging and stimu- 
lating business expansion—which, 
of course, would result in enlarg- 
ing our revenue base—and (3) 
changes in the tax laws which 
would serve the double purpose 
of bringing in net additional reve- 
nue and removing some of the in- 
equities of our tax system. He said 
at that time, “Our general objec- 
tive should be a tax system which 
will yield sufficient revenue in 
times of high employment, pro- 
duction, and national income to 
meet the necessary expenditures 
of the government and leave some 
surplus for debt reduction.” 


In addition to borrowing new 
money to finance the Federal 
deficit, the Treasury is faced this 
year—as it has been in each year 
since the end of the war—with a 
huge refunding task. At the be- 
ginning of the calendar year 1959, 
there were $56 billion of market- 
able securities which either ma- 
tured or were callable 74 «ng the 
year. This ey -ceds th- l of all 
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security refunding engaged in by 
all other borrowers in the country 
during the past 25 years. Most of 
the maturing securities in~ the 
postwar period were originally 
issued, of course, to finance. the 
war. Some, however, were issued 
prior to the war. For example, in 
the current year, we have to re- 
finance a $1 billion partially tax- 


exempt bond which was issued. 


back in 1938. 


Our objective in all of our new- 
money and refunding operations 
is to promote a smoothly function- 
ing economy; and the securities 
which we issue to the various 
types of investors are designed to 
suit their needs and the require- 
ments of the economy. The present 
widespread holdings of the pubilc 
debt — and the debt’s particular 
composition — are the result of 
conscious planning by the Treas- 
ury as a part of this policy. This 
broad ownership has made it pos- 
sible for the debt to play its part 
in the flexible fiscal policy which 
was necessary to promote eco- 
nomic stability in the postwar 
period. 


Practically all of the securities 
sold to commercial banks, for ex- 
ample, have been short-term in 
order that bank portfolios would 
be kept highly liquid. This was 
essential if banks were to be in a 
position to finance the reconver- 
sion needs of business and indus- 
try. Business corporations like- 
wise have been provided with 
short-term securities for the tem- 
porary investment of their reserve 
funds. Insurance companies and 
savings banks, on the other hand, 
are longer-term investors, ' and 
have been sold principally longer- 
term securities—largely with ma- 
turities over 10 years. Savings 
bonds are, of course, the chief type 
of government security which we 
have sold to individuals. 


We are often asked why the 
Treasury has continued to stress 
the savings bond program since 
the end of the war. The continued 
sale of savings bonds has been an 
important part of our debt man- 
agement policy. It helps us to 
achieve one of our essential goals 
—the maintenance of widespread 
ownership of the debt. The gov- 
ernment security holdings of in- 
dividuals amount to $70 billion; 
holdings of savings bonds alone 
amount to $49 billion. This owner- 
ship of government securities by 
millions of individuals is a vital 
factor in the financial and eco- 
nomic security of our country. 


Last year, we had clear evidence 
of what the savings of the Ameri- 
can people mean in promoting the 


-economic stability of the nation. 


The large backlog of personal sav- 
ings—of which savings bonds form 
a very important part—gave peo- 
ple a feeling of confidence; and 
the American people as a whole 
refused to become apprehensive 
about the economic outlook, de- 
spite the fact that the inventory 
readjustment period through 
which we were going resulted in 
some reduction in incomes and 
employment. 


Some people continue to inquire 
as to whether we are justified in 
asking people to save money now 
—whether this will not. upset our 
economy by taking too much 
money out of the spending stream. 


As you probably know, the 
earnings of individuals are at a 
rate which is well above $200 bil- 
lion a-year. The payment of the 
National Service Life Insurance 
dividend is currently swelling the 
annual rate of personal incomes. 
But even excluding the dividend 
payment, the incomes of individ- 
uals are near their all-time peak. 
In addition to the high level of 
income, individuals also have a 
backlog of purchasing power in 
the form of liquid assets which 
totals another $200 billion. Em- 
ployment in April was the high- 
est we have ever had in that 
month. Total civilian employment 
was nearly 59 million persons, or 
850.900 more than last year. There 
is, of course, another side to the 


employment’ picture. Because of 
our growing labor force, unem- 
ployment was also higher than last 
year—about 500,000 more persons 
seeking jobs than at that time. 


Current Feeling of Optimism 


The general feeling throughout 
the country today is one of optim- 
ism. 

‘Various other indicators con- 
firm the healthy condition of our 


-economy. The steel industry is 


running at 100% of capacity, and 
steel executives look for continued 
good business for some time ahead. 
The automobile industry is unable 
to meet the full current demand 
for new cars, despite the fact that 
production is at the highest levels 
On record—6% million passenger 
cars and trucks were turned. out 
in 1949. The Federal Reserve 
Board’s index of industrial pro- 
duction reached 189 in April, com- 
pared with 179 a year ago. 


Construction activity continued 
its rise in April, with the value of 
construction put in place exceed- 
ing all previous records for the 
month; it was 24% higher than in 
the corresponding month last year. 
Moreover, continued high con- 
struction in coming months is 
foreshadowed by recent construc- 
tion award figures. Total construc- 
tion contracts awarded in April 
were 60% higher than in the cor- 
responding period last year, while 
residential awards were 122% 
higher. Despite the present high 
level of construction activity, we 
ate still building less houses in 
proportion to our population than 
we did in the comparable period 
following World War I. 


It does not seem to me that we 
need to worry about the savings 
bond program impeding the eco- 
nomic progress of our country. As 
a matter of fact, I feel strongly 
that in a period of high-employ- 
ment, high income, and high pro- 
duction such as we are having 
now, individuals should look to 
the future. 


The real purpose behind the 
savings bond program is to pro- 
mote thrift in our nation. Thrift 
is a part of our American tradi- 
tion. It has been important in our 
past; and is important today. The 
savings of our people have made 
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possible the unparalleled eco- 

nomic progress of this country. 

Without individual savings our 

great industrial empire would 

never have been started. Thrift 

will enable America to project its 

economic progress into the future 

at an undiminished rate. The con- 

tinuation and broadening of in- 

dividual thrift is in the best m-- 
terests of both the individual and 
the nation. 


The things that I have touched 
on today indicate the broad scope 
of the considerations which we 
must always bear in mind in con - 
ducting debt management opera- 
tions. 


The postwar period has been 
one of unprecedented prosperity 
in this country. There can be no 
doubt that the successful manage- 
ment of the public debt as a part 
of a broad financial program hag 
contributed enormously to the 
stability and well-being of the 
nation’s economy. 


The core of our economic sys- 
tem is the credit of the United 
States Government. Throughout 
our history the primary respon- 
sibility of the Secretary of the 
Treasury has been to assure the 
financial soundness of our Govw- 
ernment. The main financial prob- 
lem of the early Secretaries of 
the Treasury—when we were a 
young nation — was to establish 
the credit of our Government on 
a firm basis. They were eminently 
successful in that undertaking; 
and their successors have beem 
charged with the responsibility for 
maintaining confidence in that 
credit. The soundness of the credit 
of our Government is of vital im- 
portance to every citizen. It is 
vital to the successful functioning 
of the nation’s economy. 


But in the current world situa- 
tion, it is not only our own well- 
being which is affected by our fi- 
nancial policies. We have beem- 
forced to assume a role of works 
leadership far greater than we 
have ever filled before. The hope | 
for stability and peace throughout 
the world depends in large meas- 
ure upon the financial strength of 
our country. pe 











TONY 
MARTIN, 
famous 
singing star, 
says: 


BLENDED WHISKEY 86 PROOF.65% 


“Smooth, sociable — 
Schenley is the 


drink for me” 


~ 


18 (2374) 





Canadian Securities 


By WHLLIAM J. McKAY == 


The sound reasons that have 
been advanced to support the con- 
tention that the Canadian dollar 
is fundamentally the strongest 
currency in the world have ap- 
parently registered a profound 
impression north of the border. 
According to reports from Ottawa, 
Canadian exporters during the 
past week have hastened to cover 
future exchange commitments in 
order to secure protection against 
the eventuality of an upward re- 
valuation of the Canadian dollar. 
From all over the country the 
chartered banks have reported a 
recent marked increase in the vol- 
ume of selling orders of U. S. 
dollars for future delivery. Pre- 
viously many smaller Canadian 
firms had not taken advantage of 
the facility provided by the For- 

‘eign Exchange Control Board 
whereby exchange risks can be 
immediately covered by the pur- 
chase or sale of future contracts. 

While acknowledging the cur- 
rent bullish movement in favor 
of the Canadian dollar, the For- 
efgn Exchange Control Board au- 
thorities denied that as far as they 
were concerned there was na 
truth in the current crop of re- 
valuation rumors. Although re- 
cent history certainly does noth- 
ing to encourage any profound 
faith in statements concerning of- 
ficial intentions in matters of ex- 
change, there is little reason to 
anticipate any development of this 
kind in the near future. The un- 
fortunate inopportune step taken 
in July, 1946, in raising the Cana- 
dian dollar to par undoubtedly 
will serve as a deterrent to fur- 
ther precipitate decisions on ex- 
change questions. 

It will be recalled that thé 1946 
revaluation was brought about 
partly by official fears concern- 
ing inflationary pressures from 
south of the border, and to a great 
degree as a result of heavy U. S. 
purchases of Canadian internal 
bonds in anticipation of an up- 
ward revaluation of the Canadian 
dollar. This “hot-money”. influx 
brought pressure to bear on the 
rate for free funds to the extent 
that official dollars were fed into 
the unofficial market in New 
York to supply the demand which 
otherwise would have forced the 
free rate above the official level. 
Consequently the official ex- 
change reserves rose to an almost 
embarrassingly high level; this 
factor also exercised an impor- 
tant influence at the time the de- 
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cision was made to raise the value 
of the Canadian dollar to parity 
with the U. S. dollar. 

When the _ existing circum- 
stances are compared with those 
which prevailed prior to the 1946 
revaluation possibly a _ stronger 
case can now be presented for 
raising the value of the dollar. 
Whereas in 1946 the upward pres- 
sure was largely caused by semi- 
speculative financial operations, 
the current strength is due mainly 
to U. S. investment in the Do- 
minion’s vast wealth of natural 
resources. The present capital 
influx therefore serves directly to 
increase Canada’s productive ca- 
pacity, whereas U. S. investment 
in Canadian internal securities 
adds to Canada’s external indebt- 
edness which ultimately must be 
repaid. It is also more evident 
at the present time that Canada 
will soon be self-sufficientt if not 
an exporter on balance, of com- 
modities such as oil, iron-ore, and 
coal which previously constituted 
important import items. While 
essential imports from this coun- 
try are being steadily reduced 
Canadian exports south of the 
border tend constantly to in- 
crease. The mounting U. S. pro- 
ductive capacity, stimulated by 
population growth and rising liv- 
ing standards, are imposing a 
growing strain on domestic natu- 
ral resources. It is now clearer 
than ever before that Canada will 
be called upon to a constantly in- 
creasing degree to supply the re- 
quirements of U. S. industry. 


In the final analysis moreover 
the factors which now tend to 
exert a depreciating influence on 
the U. S. dollar are for the most 
part lacking in the case of the 
Canadian dollar. Dominion fiscal 
and budgetary policies maintain 
the Canadian economy on an ob- 
viously more stable basis. Present 
living standards are more easily 
substained, labor costs are lower, 
and the Canadian potential for 
increased production at lower cost 
is infinitely greater. There is, 
therefore, every reason to antici- 
pate that Canada’s economic 
buoyancy will eventually create 
an irresistible upward pressure 
on the Canadian dollar, but pre- 
vious precipitancy in making cur- 
rency changes is likely to have a 
restraining influence as far as any 
early official action is concerned 
When any move is eventually 
made it is to be hoped that seri- 
ous consideration will be given to 
the remoyal of all exchange re- 
strictions. 

During the week the external 
section of the bond market was 
largely neglected but on rumors of 
an impending currency adjust- 
ment the internal Dominions were 
in strong demand at 10%% dis- 
count. In view of the restored 
privilege of registration for even- 
tual resale on the Canadian mar- 
kets, and the growing speculative 
interest in Canadian internal 
bonds, it will not be surprising 
should a demand develop for in- 
ternal bonds purchased in Canada 
over the free rate. Free funds 
were also firm at 95%% after a 
decline to 10% but the corporate- 
arbitrage rate was virtually un- 
changed at 154%4%-14%4%. Stocks 
were irregular but in later ses- 
sions displayed a strong tone led 
by the industrials, with the papers 
and steels in particular favor. 
Western oils after initial declines 
also went ahead in brisk trading 
and the most active issues in- 
cluded Pacific Petroleum, Anglo- 
Canadian and Calgary and Ed- 
monton. Junior Golds continued 
to be heavily traded but the base 
metals were dull with the excep- 
tion of International Nickel which 
advanced following the nickel 
price increase. 
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The Business Trend and Need for Caution 


National City Bank of New York, im current monthly publica- 

tion, cites forces in general business conditions which require 

restraint, if inflationary boom is to be avoided. Holds there is 
wide uncertainty in outlook. 


Commenting on general busi- 
ness conditions in the June issue 
of its ‘Monthly Bank Letter,” the 
National City Bank of New York 
calls for restraint of the infla- 
tionary forces that may lead to a 
boom and bust. 

“The chief support of the boom 
is consumer spending on auto- 
mobiles and on housing and 
everything that goes with it.” 
the “Monthly Letter” states, add- 
ing: “However, business spending 
also is above expectations. Late 
last year the McGraw-Hill organi- 
zation made a survey which in- 
dicated that expenditures on plant 
and equipment in 1950 would be 
13% below 1949, but a sample 
check during the past month sug- 
gests that the total will exceed 
earlier intentions, and that the 
drop will be less than 7%.” 

“This forward movement is 
stimulating talk of a renewed 
spiral of rising prices and wages 
and expanding credit.” The infla- 


tionary influences are plain. Per- 
sonal borrowing for the purchase 
of houses, automobiles and other 
durable goods continues to in- 
crease. The Federal Government 
is borrowing to cover its deficit 
and will borrow more heavily as 
time goes on. Business borrowing 
from banks has declined so far 
this year, but within a few weeks 
seasonal influences will favor an 
upturn, which will coincide with 
the increased Federal borrowing. 
These trends point to a rise in the 
money supply in the late summer 
and autumn. If business sentiment 
is good, and people are in a mood 
to spend and keep the money 
turning over, the impact of de- 
mand on supply, which has caused 
the price advances already noted, 
will be intensified instead of 
weakening. The government adds 
to the demand for metals and 
rubber by its stockpiling pur- 
chases, and supports farm prices 
by loans and purchases, and also 

















| Securities Salesman’s Corner 








By JOHN DUTTON | 











The other day I listened intently to a radio performer who in 
recent years has come from a small program into national promi- 
nence. Today he is known as one of the country’s leading sales- 
men and his income runs into the hundreds of thousands per year. 
I tried to find out what it was that made his otherwise rather ordi- 
nary program so appealing to his audience. Every day he is on 
the air and most of his time is devoted to just plain talk. Now 
others do this too, but somewhere, somehow, this fellow puts it 
over in a way that people don’t seem to tire of it. Possibly by 
this time you will know about who I am referring, but at any rate 
here is what I discovered. 

He put the we into it. The studio audience becomes part of the 
show and before you know it, you too are in it, even if you are 
not conscious that such is the case. He is also relaxed, slow, studied, 
and almost indifferent. Yet, he is down to earth and every phrase 
has a fast-working brain behind it, You are being sold but you 
are getting it the easy way. Remember how President Roosevelt 
did it? Remember how millions of people felt like they were part 
of the act- whenever he spoke at a dramatic occasion. Other great 
salesmen and performers have had this same faculty—sometimes 
they did it in a different way; but always you were made to feel 


.that you were part of the show. 


Now, how about selling securities? Can’t you do the same 
thing? I once knew a very successful securities salesman who 
always skipped over the technicalities of the trade. He would go 
in to see a prospect and almost immediately he would get them to 
talk. He would ask a leading question. Once a man is started, try 
and keep him from talking. What starts out as a trickle winds up 
as a torrent. A few more questions and before long chairs are 
drawn closer and “you’re off.” What formerly was resistance be- 
comes confidence, and then you are ready to talk business in a 
way that the other fellow will not reject, but will actually wel- 
come. He is part of the act. 

By asking questions you find out where a person’s real interest 
lies. By asking questions you discover that the other man can 
help you solve his own problems. And when you uncover a man’s 
problems, isn’t it true that once he realizes that he can better him- 
self by making some changes in his financial setup, that closing the 
sale becomes a natural climax instead of a forced issue. 


The next time you are sitting with a prospect hand him a 
piece of paper (or carry a pad and give it to him). Also hand him 
your pen at the same time. Then ask him, “Would you mind adding 
up these figures Mr. Prospect”? He will come right along and 
together you can work things out. I know a sale that was made 
recently on just this simple little suggestion to the client. The 
salesman was shown a stack of confirmations which represented 
purchases and sales over a six-month period, Immediately it be- 
came clear to this salesman that even though the results achieved 
on this trading account represented about a 10% profit during the 
past six months, that commissions and taxes involved, plus capital 
gains taxes to be paid, had cut down net results so that the out- 
come was not too favorabie. 


Instead of trying to argue the point, the salesman gave his 
prospect a pencil and a pad and he said, “Would you mind taking 
down these figures Mr. Investor?” Together they figured out that 
«ver $750 had been paid in taxes and commissions on this little 
account. Then they figured that the Dow averages had advanced 
about 60 points and they reduced that to a percentage basis. Next 
the salesman showed how one investment in a cross-section of five 
growth stocks which his firm could have recommended would have 
given a much better performance. Then he asked some more ques- 
tions, such as, “Isn’t it your opinion that the next six months will 
also offer some opportunities but that conditions will be even more 
uncertain? Can’t we work closer together so that you won’t have 
to trade so much and still have better results? How about starting 
with this one situation which I have gone over with you. Don’t you 
think it would make a good start?” By this time Mr. Prospect was 
so much interested in improving his haphazardly collected jungle 
of stocks that he went right alors. He had sold himself because 
he too was.part of the act. 


. . Thursday, June 8, 1950 


by holding its own stocks at prices 
set by law 5% above the current 
support level plus. carrying 
charges. Meanwhile the trend of 
wage rates, directly or indirectly, 
is upward. All these are inflation- 
ary elements. 

“These dangers are matters of 
common observation and general 
comment. The fact that they are 
clearly seen may itself induce a 
psychological attitude under 
which inflation will flourish. On 
the other hand, there is a body of 
opinion which denies that easy 
money and the government deficit 
can keep business rolling indefi- 
nitely at its current rate, or at 
least that these inflationary in- 
fluences can push prices up very 
far or very long. This opinion 
points to the capacity of the coun- 
try to turn out goods, and particu- 
larly to the $70 billion which have 
been spent since the war either 
in additions to industrial capacity 
or in increasing the productivity 
of existing capacity. It is self- 
evident that the industrial organi- 
zation can supply a greater’ de- 
mand than ever before in history, 
and there are many lines even 
today where sellers feel the pres- 
sure of competition, and the nec- 
essity to keep prices down, more 
strongly than they feel the infla- 
tion of demand. 

“Confronted by such varying 
elements in the outlook, business 
sentiment is divided and uncer- 
tainty widespread. One view is 
that the inflationary forces will 
dominate for the short run, pro- 
ducing a boom and bust. Another 
is that the real inflation danger 
is over the long run, and that a 
reaction in business and prices is 
to be expected before the influ- 
ences inherent in the fiscal, polit- 
ical and social policies of the 
government really take hold in 
further depreciation of the pur- 
chasing power of our money. Still 
a third view is that the respective 
forces are fairly well balanced, 
and that only moderate fluctua- 
tions, with production and em- 
ployment well sustained and 
prices reasonably stable,°are in 
prospect for some time to come. 


“In this state of uncertainty the 
good rule may be to hope for the 
best and count on something less. 
Any survey would show that the 
shortages accumulated during the 
war are well satisfied in most 
lines, and that production of the 
things now most in demand, 
mainly automobiles and housing, 
is at a rate far above anything 
previously known. At levels 
reached during April and May, 
the country would turn out in a 
year something like 9 million cars 
and 1% million urban dwelling 
units. The needs and wants are 
great, but few believe such rates 
will be sustained indefinitely, and 
few doubt that an extended 
period of such business, accom- 
panied as it must be by expanded 
personal borrowing and by in- 
ventory accumulation, will be fol- 
lowed by an eventual drop to a 
lower, even if still an active, level. 
Of course people’s wants are in- 
definite, and when automobile 
and housing demands recede there 
will be other needs to be satisfied. 
But when major markets become 
saturated the labor and materials 
they have been using are not 
turned, as a rule, to production of 
other things without friction. ... 


“In any case, the situation now 
is one that will be benefited by 
restraint, both in private and pub- 
lic policies. The moderate char- 
acter of the 1949 recession is 
proof of the value of conservai.sm 
in 1948, when the boom was 
tempered by the widespread opin- 
ion that reaction was just around 
the corner. Businessmen 
weathered the storm comfortably 
by keeping strong while times 
were good, and the lesson, which 
has been learned in a school of 
experience going back to 1920, is 
not likely to be forgotten this 
ime.” 





Truman Says New Deal 
Has Been Salvation 
Of Free Enterprise 


President denies charge of pro- 

moting creeping Socialism. 

Addressing a meeting of dele- 
gates of the Better Business 
Bureau in Washington on June 
6, President Harry S. Truman 
denied that 
his Adminis- 
tration was 
promoting 
“creeping So- 
Cialis m.” 
*Nothing 
could be fur- 
ther from the 
truth,” the 
President 
stated. “The 
record shows 
that govern- 
ment action in 
recent years 
has been the 
Salvation of 
private enter- 
prise.” 

Recalling business conditions in 
1932, when the New Deal Demo- 
cratic Administration was about 
to take over, the President re- 
marked: “All you have to do is 
to remember conditions in 1932 
and compare them with conditions 
today.” Mr. Truman went on “In 
1932 the private enterprise sys- 
tem was close to collapse. There 
was real danger then that the 
American people might turn to 
some other system. The private 
enterprise system was in danger 
because it was failing to meet the 
meeds of our people. The only 
way.to preserve the private en- 
terprise system was to make it 
work. That is what we have been 
doing since 1932.” 

The business recovery since 
1932, the President declared, has 
been made under “the greatest 
and most persistent campaign of 
Propaganda that this country 
has ever known.” Opponents, he 
said, spend “enormous amounts of 
money, year after year” in claim- 
ing the policies of the Federal 
Government “would lead straight 
to disaster.” 

“The plain fact evident to every 
citizen,’ Mr. Truman continued, 
“is that the policies we have been 
following have led not to dis- 
aster but to progress and pros- 
perity. ... In the early 30’s our 
labor union movement was strug- 
gling for recognition. Today, it is 
the largest movement of free 
trade unions in the world, with 
recognized place and responsibil- 
ity in the councils of the nation. 
In 1932 our system of business 
enterprise was under attack and 
uncertain of its own future. Today 
it is stronger than it has ever been 
before... . And if you want this 
picture in a nutshell—our na- 
tional output in 1932 was less than 
$60 billions. Today it is more 
than $260 billions. Since 1932 this 


country has progressed not toward 
Socialism but toward greater 
prosperity and freedom for all.” 


Quigan to Address 
NY Security Analysts 


Frank J. Quigan, Chairman of 
the Board of Fedders-Quigan Cor- 
poration will address the New 
York Society of Security Analysts 
at the luncheon meeting, Friday, 
June 9. Also on the program 
with Mr. Quigan will be Mr. Sal- 
vatore Giordano, President of 
Fedders-Quigan. 

A large attendance is expected 
in view of the interest existing in 
the rapidly growing room air-con- 
ditioning field in whieh Fedders- 
Quigan enjoys a leading position. 





President Truman 
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European Steel-Coal Union: 
Cartelization in Disguise 


vergent qualities. It may lead to 
their virtual nationalization in the 
framework of an_ international 
scheme. At any rate, German 
costs would have to be raised so 
as to safeguard the French, since 
they are not willing to reduce 
theirs. Incidentally, that explains 
why the original misgivings of 
the German (nationalization-bent) 
socialists about the scheme have 
quieted down. 


All of which is as was to be 
expected from a governmentally 
controlled cartel. It means inter- 
national planning for “full em- 
ployment,” “stabilized” wages, 
etc. French domestic planning is 
headed for trouble; it has fos- 
tered surplus capacities at the one 
end of the economy, and left big 
gaps open at the other end. Espe- 
cially, it has totally misjudged 
costs, prices and export markets. 
Now, by extending the plan-mak- 
ing into Germany, the planners 
get a new lease on life. But the 
problem will remain the same and 
will be even aggravated. It is 
the problem of overexpansion 
which the combined stimulus of 
safe profits for the participating 
entrepreneurs and of. political 
promotions for the bureaucratic 
busybodies brings about. Further- 
more, a problem of all-round in- 
dustrial unbalance arises. If one 
sector, and a fundamental one, 
operates on a more or less rigid 
price floor, what happens to the 
rest Which is squeezed between the 
protected raw materials and semi- 
finished products on the one side, 
and the more or less competitive 
open market for its own output 
on the other? Or are, in due 
course, all industries of France 
and Germany to be cartelized? 
That would be the logical sequel 
to, and a crowning piece of, an 
American globalism that started 
on a crusade—for decartelization 
in Germany and free enterprise 
everywhere. Fighting Big Busi- 
ness at home goes hand in hand 
with promoting Monopolies 
abroad. 


The London “Times” let the cat 
out of the bag. Schuman’s pro- 
posals for integrating Europe’s 
coal mining and steel making, it 
commented on May 1i11, “are a 
practical response to the worsen- 
ing of conditions and prospects in 
export markets. . The view 
that international action akin to 
that taken by the international 
steel cartel before the war is 
needed now has been widely ex- 
pressed in European industrial 
circles. German steelmakers in 
particular have emphasized that 
the alternative which might be 
forced upon them, would be a 
policy of dumping.” 

Theoretically, French and Ger- 
man steel plants are correlated: 
the latter are fabricators of the 
crude steel which the former pro- 
duce, and possess better devel- 
oped export organizations. The 
French have the ore and the Ger- 
mans lead in coal. But this close 
interrelation does not alter the 
fact that to a large extent the two 
countries are competitors. It is a 
most questionable procedure to 
break up the German coal and 
steel syndicates only to replace 
them by a single, colossal pool. 
The nature of that pool is not af- 
fected by the humanitarian slo- 
gans which the propagandists use 
to cover up the true purpose. Full 
Employment and similar desir= 


able aims serve as a convenient 
vehicle of monopolists to mislead 
public opinion. Remember the 
1927 economic conference: of the 
League of Nations called to foster 





international trade? It ended in 
proposing international cartels 
and commodity schemes. Pres- 
ently, the cartel-hypocrisy goes 
so far as to pretend—the copper 
cartel and the European electric 
equipment syndicate are two re- 
cent examples—that the monopoly 
organization is a sort of charitable 
set-up for the benefit of general 
welfare. 


The authors of the new steel- 
coal union avoid the use of the 
word “planning” and deny any 
resembiance of their project to 
an ald-fashioned cartel. They 
claim the expansion of productive 
facilities as their objective, not 
the restriction of output—which is 
what all cartels do while the 
boom is on. But expansion under 
the stimulus of artificially raised 
or maintained prices and under 
terms which eliminate competi- 
tion among the members is ex- 
actly what causes overproduction 
and crisis. That is the common 
fate of all international commod- 
ity schemes and “valorization” 
experiments. They break down 
and dissolve in a glut of stock- 
piles they create themselves—un- 
less a world war happens to 
occur at the “right” time and 
bails them out. 


A cartel is a cartel; whatever 
its name, the rose smells the same. 
Devoid of ali flag-waving, its pur- 
pose in ultimate resort is to keep 
prices high when the seller’s mar- 
ket will have spent its force. The 
signs of a forthcoming coal and 
steel recession are multiplying. 
Lately, the Chairman of Barclay’s 
Bank (London) predicted a glut 
of British steel within three years. 


Shipbuilding, one of Europe’s 
greatest steel consumers, is 
shrinking rapidly. Arbed, the 


Belgo-Luxemburg trust, already 
runs its ovens well below ca- 
pacity, this in spite of the fact 
that its exports are financed in 
part by ECA money. Time and 
again, unsalable coal piles appear; 
the Coal Committee of the U. N. 
Economic Commission for Europe 
has just certified the existence of 
a coal “surplus” of nearly 3 mil- 
lion tons. At the same time, the 
German coal mines are being 
thoroughly modernized, and mil- 
lions of tons of fresh steel capa- 
city are under construction in 
Western Europe. Five big con- 
tinuous rolling mills are under- 
way, financed by ECA alone. All 
of which adds up, as _ insiders 
realize, to a narrowing of export 
outlets. 


That is why the French are 
so “generous” as to forego the 
sytem of double-pricing they 
practice today: higher prices 
abroad than at home. They can 
see the end of the inflationary 
rope and the threat of cut-throat 
competition in the steel and coal 
markets of the world. Small 
wonder that they are ready to 
talk cartels (in disguise). 


Andrews, Matoney Formed 


MINEOLA, N. Y.— Andrews, 
Mahoney & Andrews, Inc., is en- 
gaging in a securities business 
from offices at 1527 Franklin 
Avenue. Officers are Richard J. 
Mahoney, President; and Dudley 
C. Andrews, Secretary and Treas- 


urer. In addition to the officers 
V. D. Andrews is a director, 


With Shillinglaw Bolger 


(Special to Tue Financtat CHRonicie) 
ROCKPORT, Ill. — Charles Ar- 
low has become affiliated with 


Chicago: investment firm. 
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The ICC and Passenger Service Deficits 


A recent issue of the “Monthly Comment on Transportation 


Statistics” 


J Railroad Securities | 


of the Interstate Commerce Commission Bureau of 


Transport Economics and Statistics again emphasizes’ the severe 
drag imposed on railroad earnings by passenger service deficits. 
Among railroad executives and security analysts there is consid- 
erable difference of opinion as to the validity of such figures based 
on Commission accounting rules governing the allocation of oper- 
ating expenses, railway taxes, equipment rents and joint facility 
It is claimed, 
and with considerable justification, that such arbitrary allocations 
of expenses tend to inflate the losses attributable to the passenger 


rents between freight service and passenger service. 


service. 


It is undoubtedly true that if passenger business were to be 
eliminated entirely all of the expenses allocated thereto under the 
Commission formula would not be similarly eliminated. For 
instance, track maintenance would have to go on even without the 
passenger trains, although in some instances standards could be 
altered with some saving in outlay. Shops would have to remain 
open, and crossing watchmen could hardly be eliminated just 
Granting that there 
are these, and other obvious weaknesses in the Commission 
formula, it is the only present means of measuring the relative 
profit status of the two services and the results are hardly 


because there were no more passenger trains. 


encouraging. 


The recent Bureau report points out that the passenger service 
net railway operating deficits in 1949 hit a new peak of $649.3 
million, up 16% from the previous peak of $559.8 million estab- 
lished in 1948. It was further pointed out that except for the years 
1941-1946, when war considerations were dominant, the passenger 
service deficits had been tending upward consistently since 1936. 
Moreover, this unfavorable trend has accelerated sharply since 
the end of the war despite successive increases in passenger fares. 
Last year the passenger service deficit absorbed 48.6% of the 
freight service net operating income compared with 35.9% in 1948. 

As in all other aspects of railroad operation, the performance 
of the individual roads with respect to passenger losses varies 


greatly. 


In the first place, the relationship of the passenger 


revenues to gross for the major roads last year ran all the way 
from 34.7% for New Haven to only 1.2% for Nickel Plate. Secondly 
there is a wide divergence in the passenger service operating ratios 
of the individual roads. 
by such things as the amount of commuter traffic (generally very 
expensive to handle) and the relative volume of short haul or 


branch line travel. 


The individual ratios will be influenced 


Of the 35 major roads listed by the Commission Bureau in its 
recent report only one had a passenger service operating ratio of 
less thari 100% last year. That one exception was the New Haven, 
which even at that sustained a sizable net operating deficit in that 
phase of its business. Three roads, Chesapeake & Ohio, Nickel 
Plate, and St. Louis Southwestern had ratios of over 200%. 
the industry as a whole the ratio last year was 136.6% compared 
with 127.4% in 1948. Naturally, the ratios do not in themselves 
tell the whole story. A ratio of 205% for Nickel Plate, for instance, 
would not be nearly so burdensome as a 150% ratio for another 


road that was getting 12% to 15% o 


passenger and. allied services. 


The following tabulation, taken from the Bureau report, gives 
the comparative showing of 35 major Class I carriers for 1949 and 


1948. 


ROAD— 


Eastern District: 
Baltimore & Ohio__-._ 
Boston & Maine___--~~~ 


Lehigh Valley 
New York Central____-- 


N. Y., Chicago & St. L. 
N. Y., New Haven & H. 
Pennsylvania 
Reading 
ee 


Pocahontas Region: 
Chesapeake & Ohio__-.. 
Norfolk & Western... 


Southern Region: 
Atlantic Coast Line 
Gulf, Mobile & Ohio___— 
Illinois Central sabe 
Louisville & Nashville___ 
Seaboard Air Line_ 
Southern —--~--- 


Western District: 
A.T. & &.F. & affil. cos. 
Chicago & North West. 
Chicago, Burlington & Q. 
Chic., Milw., St. P. & P. 
Chicago, Rock Isl. & Pac. 
Denver & R. G. W.----- 
Great Northern __ 
M-K-T Lines ____ 
Missouri Pacific —__ 
Northern Pacific 
St. Louis-San Francisco_ 
St. Louis, South W. Lines 
Southern Pacific Co. .~~ 
Texas & New Orleans__- 
Texas & Pacific_....... 
Un. Pac. and leased lines 


* Deficit. 


(Dollar Items in Thousands) 


Net Railway Operating Income 


Preight 
Service 


1949 


$62,116 $73,781 $34,2 
18,195 19,891 13, 


10.316 
61,475 


1948 


15,070 
30,024 
13,215 
85,113 
20,093 
16,420 
113,863 
22,093 
17,179 


68,628 
48,546 


14,790 
14,330 
38,835 
35,461 
21,858 
41,202 


91,985 
27,627 
46,973 
36,088 
29,937 
17,111 
41,726 
14,913 
38,634 
31,859 
19,878 
15,195 
60,136 
19,148 
11.717 
71,122 


Passenger and 
Allied Services 


*1949 


211 
5,251 
12,164 
3,761 
49,661 
3,892 
9,592 
49,431 
10,474 
4,980 


20,471 
11,724 


8,764 
5,587 
12,982 
16,275 
9,104 
14,870 


29,892 
22,319 
20,174 
24,975 
11,009 
5,295 
18,391 
5,984 
11,774 
12,143 
9,205 
3,516 
34,420 
6.466 


3.909 
39,191 


*1948 


29 $30,671 


11,620 
3,707 
9,809 
4,014 

48,551 
3,776 
5,568 

44,736 
8,511 
4,171 


23,179 
10,037 


9,663 
5,233 
9,065 
14,286 
8,670 
12,053 


23,269 
17,617 
14,258 
20,574 
8,045 
4,955 
14,526 
5,588 
12,059 
11,719 
8,488 
3,096 
24,560 
4,799 
3.209 
28,463 


For 


f its total revenues from the 


——Operating Ratios——— 


Freight 
Service 


1949 


71.74 
59.69 
71.74 
72.50 
76.25 
74.81 
68.00 
68.18 
76 83 
72.27 
72.60 


72.35 
68.20 


74.63 
66.91 
69.31 
73.85 
69.43 
68.15 


64.92 
75.25 
64.77 
73.24 
62.98 
67.71 
65.64 
63.74 
74.20 
74.52 
70.69 
57.17 
69.24 
66.40 
67.91 
66.62 


1948 


72.27 
59.95 
68.12 
67.09 
74.35 
75.69 
64.56 
69.37 
75.05 
70.72 
66.49 


68.34 
60.78 


76.49 
64.94 
68.62 
73.32 
68.10 
67.34 


62.09 
72.13 
59.76 
72.66 
63.78 
61.96 
66.24 
64.16 
67.62 
68.62 
70.85 
54.95 
70.42 
66.87 
66.61 
62.27 


Passenger and 
Allied Services 


1949 


186.15 
155.82 
124.80 
181.73 
149.26 
118.21 
205.42 

97.97 
115.31 
197.74 
142.37 


211.42 
197.50 


124.65 
147,31 
126.50 
158.39 
131.72 
137.58 


124.40 
154.53 
145.08 
156.60 
124.91 
181.39 
163.97 
151.40 
143.43 
165.53 
162.94 
275.75 
140.34 
135.72 
135.43 
155.80 


1948 


167.85 
141,64 
112.59 
155.90 
148.75 
115.52 
205.71 

92.69 
113.10 
172.08 
130.93 


210.28 
182.94 


126.91 
137.66 
115.04 
144.64 
127.75 
125.66 


116.21 
135.82 
126.31 
142.07 
114.00 
179,82 
145.54 
146.76 
134.68 
161.32 
151.66 
255.34 
122.46 
120.61 
123.91 
131.13 





Harris, Upham Adds 


(Special to Tue Pusanwcta, Caroniciz) 


BOSTON, 


State Street. 


Mass.— Robert M. 


Straus & Blosser Add 


(Special to Tue FINANCTAL CHRONICLE) 


DETROIT, Mich.—Grover L. 
Witham has been added to the Harris has been added to the staff 
Shillinglaw, Bolger & Company, staff of Harris, Upham & Co.; 30 of Straus & Blosser, Penobscot. 
Building. 
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The New ‘Gold Scare’’ 


By PAUL EINZIG 


Dr. Einzig, commenting on recent fall in gold price, ascribes 
it largely to abandonment of belief dollar will be devalued as 
well as to improving position of most European currencies. 
Contends, however, there is no immediate likelihood of entire 
disappearance of gold premium; hints any adverse change after 
Marshall Aid ceases may cause price of gold to advance again. 


LONDON, England—Following on its heavy fall early this 
year, gold underwent a further marked depreciation in the Paris 
market during the last few weeks. Its fall would have been even 
more pronounced had it not been for buying 
on account of the French Government, serving 
the dual purpose of moderating the shock of 
the sudden fall and acquiring much-needed 
gold. The decline in the free market price of 
gold is of course not confined to Paris but.is 
a world-wide phenomenon. It has assumed 
such dimensions that there is some justification 
for regarding it as a moderate degree of gold 
scare. 

Ever since the outbreak of World War II, it 
was generally assumed that he who holds gold 
cannot possibly go wrong. Temporary fluctua- 
tions apart, the open market price of gold did 
indeed show an upward trend. In a number of 
countries hoarders of gold had the satisfaction 
of having their anticipations confirmed through 
the devaluation of the national currency, as a 
result of which the value of gold in terms of 
that currency has increased permanently. Until recently the num- 
ber of those hoarders who were inclined to take their profit was, 
however, relatively small. Most of them preferred to hang on to 
their hoards, taking it for granted that, in the long run, the price 
of gold is a one-way street. 

One of the reasons why gold has been quoted at a premium 
even in relation to the dollar has been the widespread belief that 
at $35 per cunce gold was decidedly undervalued, and that sooner 
or later the official American buying price of gold would be raised. 
There can be little doubt that the widespread realization that, after 
all, the United States is not likely to devalue the dollar has con- 
tributed to a considerable degree to the decline of the free market 
price of gold. That price has declined not only in terms of the 
national currencies concerned but even in terms of dollars, though 
even now gold commands a premium against the dollar. The ex- 
pectation that the dollar would be devalued eventually was based 
on the assumption that the history of 1931-33 would repeat itself, 
and that the devaluation of sterling and other currencies in 1949 
would set into motion a powerful deflationary spiral in the United 
States as it did in the early ’30s. Instead of a fall in American 
prices and business activity, which might have strengthened the 
clamor for a devaluation of the dollar, arising trend has devel- 
oped and in the circumstances everybody must admit that a de- 
valuation is inconceivable. 


Likewise, the possibility of an all-round devaluation of the 
currencies of countries associated with the International Monetary 
Fund has faded out. Quite obviously the United States would not 
devalue the dollar in p-_evailing circumstances, either through 
unilateral action or in unison with the other leading countries. 
Nor are most countries likely to repeat their devaluations. In 
particular the talk about a second devaluation of sterling has sub- 
sided, owing to the improvement of Britain’s gold position since 
the devaluation of Sept. 18. So long as there were persistent 
rumors about another British devaluation there were also bound 
to be fears that a number of other currencies would again follow 
the lead of sterling as they did in 1931 and in 1949. Now that con- 
fidence in sterling has increased, this has automatically strength- 
ened confidence in the French franc and in other European cur- 
rencies. 


Moreover, the progress of economic and financial conditions 
towards betterment has not been confined to Britain. Most coun- 
tries of Western Europe have made similar progress. Although 
many budgets are yet to be balanced, the deficits are well under 
control and need not be financed by means of currency inflation. 
The national currencies inspire, therefore, much more confidence 
than they did a few months ago. 


The disinflationary effort of various governments has contrib- 
uted toward the fall of gold price through the creation of relative 
scarcity of currency, necessitating the liquidation of gold hoards 
for the sake of securing working capital for business firms. The 
devaluations of national currencies and the rise in the price levels 
has resulted in a reduction of the real value of the capital resources 
of firms in countries which have experienced a relatively high 
degree of depreciation. So long as inflation proceeded unchecked 
there was no difficulty in supplementing the capital resources. As 
soon as the governments succeeded in restraining inflation there 
was evidence of a scarcity of funds. Industrial and commercial 
earning possibilities have provided an inducement for converting 
the “dead” capital of gold hoard into lucrative investment or work- 
ing capital. 

__ As is usual, once a trend has become noticeable there is a 
widespread assumption that it would continue for a long time. For 
this reason, in many quarters the possibility of a complete dis- 
appearance of the premium on gold in relation to the dollar, if 





Dr. Paul Einzig 


not in relation to the national currencies, is freely envisaged. There : 


is as yet no justification for such degree of optimism, and it is not 
likely to last. For one thing, there is likely to develop a growing 
uneasiness as and when the date of the termination of Marshall 
Aid draws nearer. Many residents in Western Europe will be 
inclined to anticipate trouble once more, and they will be inelined 
to play for safety in the usual way, by switching back into gold. 
Nor is the political horizon so free of clouds as to justify the 
assumption that there would be no recurrence of hoarding fever 
as a result of war scares. Nor is the boomlet in the United States 
likely to continue forever, and the moment there are signs of a 
recession there would be once more speculation about the possibil- 
ities of a dollar devaluation. Taking all this into consideration 
it seems safe to assume that the fall in the price of gold will come 
to a halt long before the disappearance of the premium. 
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Our Reporter on Governments | 
> By JOHN T. CHIPPENDALE, JR. 








The same pattern holds in the government market: not too 
much volume or activity, with the modest erosion in prices of the 
longer-term obligations still going on. The psychological attitude 
of many operators in Treasury issues seems to have deteriorated 
somewhat because of the market trend and the keen competition 
that exists for the not too substantial business that is being done. 
Investors are not inclined to do any reaching for desired issues 
and the scale buying which is going on is being done with a bit 
more caution. Switches and exchanges are not as easy to carry 
out as they were a short time ago, but nonetheless a number of 
these are being made, largely among the smaller institutions. De- 
creased activity and the wait-and-see-what-happens mood of in- 
vestors has at times in the past, been a forerunner to changes in 
trend of the government market. 


The ineligibles still account for the greater part of the rather 
limited volume, with the longest and shortest issues the leaders. 
The bank obligations seem to be getting what is known as “com- 
bination activity,” with certain near-term securities being paired 
off with the longs so as to get needed income and maturities. 


Analysis of Reserve Bank Holdings 

Current holdings of Treasury obligations by the Federal Re- 
serve Banks, when compared with those of Nov. 10, 1948, the high 
point in the System’s acquisition and ownership of government 
bonds, shows what has been done by the Central Banks so that 
they would be in a position to support the market if the occasion 
should arise again in the future. In the latter part of 1948, when 
sales of government bonds by investors to the System were at a 
peak, the Federal Reserve Banks were taking all of these issues 
that were being thrown at them in order to maintain prices at 
the pegged levels. 


Uncertainty was very great at that time because there was 
more than a little feeling around that prices of the longer Treas- 
uries would break the par level. _The Central Banks were then 
on the defensive and only in retrospect does one really get a clear 
picture of what a job was done to protect the market. The expe- 
rience gained will no doubt be a very valuable asset for the future, 
especially as far as the demand obligations are concerned. The 
fact that a dropping market for quotable Treasury issues did not 
result in a pick-up in redemptions of savings bonds, could mean 
different tactics might be adopted, if protection for government 
securities should be needed again. 


Significant Portfolio Decreases 


Total holdings of government securities by Federal on Nov. 10, 
1948, amounted to $23,144,151,000 compared with $17,389,325,000 for 
May 31, 1950, a decline of $5,754,826,000. Treasury bills decreased 
$908,369,000, while certificates of indebtedness were down by 
$244,969,000. ‘Notes increased by $820,100,000, due mainly to 
changes in the method of refunding maturing obligations. 


On the other hand, the most significant and gratifying decline 
in holdings of government securities by the Central Banks, took 
place in Treasury bonds, which have gone from $11,223,488,000 on 
Nov. 18, 1948, to $5,801,900,000 on May 31, 1950, a decrease of 
$5,421,588,000, or close to 50%. 


Government bonds due in more than five vears, held by the 
System, dropped from $9,257,096,000 on Nov. 10, 1948, to $3,812,- 
400,000 as of May 31, 1950, a decline of $5,444,696,000, or 58%. 
During this period seven bond issues were retired consisting of 
the partially-exempt 2s due 12/15/48-50, the three little sisters, the 
2s of 6/15, 9/15 and 12/15/49-51, the exempt 3's of 12/15/49-52 
and 2%s due 12/15/49-53 and the 2s of 3/15/50-52. However, ac- 
cording to available data the holding of Federal in these bonds was 
not too substantial, aggregating $878,000,000, or less than 17% of 
the total of the bonds due in more than five years which have been 


. eliminated by the Central Banks. 


Yields: Then and Now 


Conditions now are vastly different from those of 1948, be- 
cause Federal is in the driver’s seat and the Central Banks can 
reverse the drop in government security prices any time they see 
fit to do so. Yields today are still quite a bit above where they 
were in November, 1948, with the 2%s of 1959/62 at that time on 
the peg of 100 to return 2.24% against the current quotation of 


101.22 to yield 2.04%. The Vics were being held at 100.8 and 
showed a yield of 2.48% compared with the present price of about 
101.15 and a yield of 2.39%. The bank issue, the 2%% due 
9/15/67-72, in November, 1948, was quoted 101.15 and showed a 
return then of 2.46%. This bond has resisted to a considerable 
extent the Central Bank sponsored decline in government security 
prices, and at current levels of approximately 105.6 gives a return 
of 2.13%. 


Can Liquidation Continue? 

How much farther Federal will go in letting out its holdings 
of government obligations, particularly the longer maturities, is a 
matter of conjecture. There is no doubt the Central Banks have 
improved their position to protect the government market if there 
should be another repetition of what happened a couple of years 
ago. But, again, what is going te take place if the demand for long 
Treasuries continues to grow? Federal could run out of these 
securities in not too long a time, since a very large amount of these 
bonds has been absorbed by investors in the past year-and-a-half. 
This could bring about a change in the Treasury’s policy of financ- 
ing because more long-term obligations would have to be issued 
to meet the needs of investors. 

It may not be too long before an answer will be forthcoming 
on this point, because the financial community has seen what hap- 
pened to prices of the scarce eligible issues in a defensive market. 


The fall refunding of the higher coupon bank obligations might 
cast considerable light upon this subject. 


Merrill Lynch Awards 
Six-Week Fellowships 


Merrill Lynch, Pierce, Fenner 
& Beane has awarded six-week 
fellowships for the close-range 
study of business to Prof. Robert 
L. Hunt of Texas A. & M. and 
Prof. Stanley C. Ross of Smith 
College, Winthrop H. Smith, the 
investment banking firm’s man- 
aging partner, announced. 

Professor Hunt, who is assist- 
ant to the Dean of Agriculture, 
will use much of his fellowship 
time to gather material for a 
forthcoming book on cotton mar- 
keting. He will spend three weeks 
here, beginning June 12, with E. A, 
Beveridge, Merrill Lynch’s com- 
modity economist, studying the 
firm’s organization, the financing 
of agricultural products, and the 
local commodity exchange, espe- 
cially the New York Cotton Ex- 
change. 

On July 1 he will leave for 
Chicago to study the Merrill 
Lynch commodity organization 
there, the Chicago Board of Trade 
and other Chicago exchanges. 
Homer P. Hargrave, Merrill Lynch 
Chicago partner, and Chairman 
of the Mid-West Stock Exchange, 
will be Professor Hunt’s guide. 
On July 10, Professor Hunt will 
leave for Memphis, where he will 
observe spot marketing, ware- 
housing and shipping of cotton 
under the tutelage of Brown 
Burch, the local Merrill Lynch 
manager. 

Professor Ross, who is a visiting 
professor at Amherst as well as 
associate professor of economics 
at Smith, will follow a similar 
program, with more emphasis on 
finance than commodities, how- 
ever. His fellowship will begin 
later in the summer. 


Porges & Co. Forming 


Porges & Co., members of the 
New York Stock Exchange, will 
be formed as of June 15 with of- 
fices at 15 Broad Street, New York 


City. General partners will be 
Michel Porges and David Ritt- 
master, both members of the Ex- 
change; Pierre Rueff and Claude 
Rueff will be limited partners in 
the firm. Both Mr. Porges and 
Mr. Rittmaster have been active 
as individual floor brokers, 


Now DePasquale & Co. 


Ralph DePasquale has formed 
DePasquale & Co. as successors to 
Atlas Investing Corp., 25 Broad 
Street, New York City. 
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NEWS ABOUT BANKS 
AND BANKERS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 





Charles R. Varty Clarence H. Wiseley 


At the regular meeting of the 
Board of Directors of The Nation- 
al City Bank of New York held 
on May 31, Charles R. Varty and 
Clarence H. Wiseley were ap- 
pointed Vice-Presidents. Both of- 
ficers entered the bank with the 
College Training Class of 1918. 


* 4 * 


Irvin A. Sprague 


ficer, he has been associated with 
the company since 1928, prior to 
which he practiced law in Florida. 
Other trust department promo- 
tions announced at the same time 
are: B. Frank Patton, William F. 
Lackman, and Hamilton C. Hoyt, 
formerly Assistant Trust Officers, 
now Second Vice-Presidents; 
Ward B. Kinsley, John D. Rippe, 
Frederick B. Kingsley, Assistant 
Secretaries, and Joseph F. Myles, 
Assistant Trust Officer. In the 
banking department, main office, 
Walker Hinton and Joseph F. 
Kay have been appointed Assist- 
ant Treasurers, and at the com- 
pany’s Fifth Avenue office Stan- 
ley H. Brown, formerly Assist- 
ant Treasurer, becomes a Second 
Vice-President and William J. 
Byman an Assistant Treasurer. 


* of * 


George F. Edelmann has joined 
the official staff of the Industrial 
Bank of Commerce of New York 
as Assistant Vice-President, it 
was announced on May 31 by 
Walter E. Kolb, President. Mr. 
Edelmann was an Assistant Sec- 
retary with Manufacturers Trust 
Company for 13 years and later 
Assistant Vice-President of Con- 
tinental Bank and Trust Company 
of New York, and recently Execu- 
tive Vice-President of the Tarry- 
town National Bank & Trust Co. 
He will be associated with the 
Commercial Division of the In- 
dustrial Bank’s Seventh Avenue 
Branch. 

ae + 


Assignment of Arnold Nord 
Tschudy to duties in New York as 
Vice-President and New York 
Representative of the Bank of 
America National Trust & Savings 
Association of San Francisco with 
offices at 40 Wall Street, was an- 
nounced on June 5 by L. M. Gian- 
nini, President of the bank. Mr. 
Tschudy’s experience includes 20 


‘ years with General Motors Ac- 


Thomas J. Madden 


Irvin A. Sprague, Berkeley D. 
Johnson, and Thomas J. Madden 
were appointed Vice-Presidents of 
United States Trust Company of 
New York at a meeting of the 
Board of Trustees, it was an- 
nounced on June 1 by Benjamin 
Strong, President. Mr. Sprague 
and Mr. Johnson are with the In- 
vestment Department. Mr. Mad- 
den is in charge of operations 
within the company. Mr. Sprague 
joined the company in 1925, was 
appointed Assistant Secretary in 
1933, and Assistant Vice-Presi- 


dent in 1940. He is a member of 
the Trust Investment Study Com- 
mittee of the New York State 
Bankers Association, which made 
recommendations leading to the 
new trust investment law effect- 
ive next July 1. Mr. Johnson be- 
came associated with the com- 
pany in 1929, was appointed As- 
sistant Secretary in 1941, and As- 
sistant Vice-President in 1944. He 
is a Trustee of Packard Junior 
College. Mr. Madden joined the 
company in 1916, was appointed 
Assistant Secretary in 1934, and 
Assistant Vice-President in 1947. 


cd * * 


Guaranty Trust Company of 
New York has announced the ap- 
pointment of William A. Mc- 
Ritchie as a Vice-President, trust 
department. Formerly a Trust Of- 


ceptance Corporation with man- 
agerial assignments in California, 
Spain, Hawaii, Japan and Brazil. 
During the war he was represen- 
tative of the Office of the Co- 
ordinator of Inter-American Af- 
fairs in Sao Paulo, Brazil, and he 
subsequently served as Executive 
Vice-President of the Council for 
Inter-American Cooperation, New 
York. For three years before 
joining Bank of America, he was a 
consultant on Inter - American 
commercial and public relations, 
with offices in New York. 
% % ca 


The observance of the 100th an- 
niversary of the founding of the 
South Brooklyn Savings Bank of 
Brooklyn, N. Y., occurred during 
the past week. Rodney C. Ward, 
President of the bank noted, ac- 
cording to the Brooklyn “Eagle,” 
that “at no time during the 100 
years of its existence has the bank 
failed to pay a dividend to its de- 
positors. To date, it has paid the 
impressive sum of over $71,000,000 
in such dividends.” The bank’s re- 
sources, it is stated are over $136,- 
000,000. 

a + a 

The County Trust Company, of 
White Plains, N. Y. with 18 offices 
in 14 Westchester communities, 
has taken steps in improving 
service for the nation’s checking 
account customers, it was dis- 
closed on June 6 as the bank held 
a special demonstration, for the 
press, of its new “Electronic 
check-processing system” for spe- 
cial checking accounts. The new 
method, utilizing IBM electronic 
machines and punched checks of 
an advanced design, in effect 
triples, it is said, the speed with 
which checks and statements can 


be processed; and it enables in- 
dividual customers to issue fold- 
able “electronic checks” for their 
own purposes. The system is said 
to have already proved effective 
in holding down the rising cost of 
special checking account service, 
and promises greater savings in 
the future, which can be passed 
along to the bank’s customers. The 
innovation was announced by Dr. 
Joseph E. Hughes, President of 
the bank, at a special demonstra- 
tion for the press, held at the 
Sleepy’ Hollow Country Club, 
Scarborough, N. Y. Dr. Hughes 
said that, after two years of ex- 
perimenting, the system was in- 
troduced, for special checking ac- 
counts, on a test basis, at one 
County Trust office in May, 1949. 
Office by office the bank ex- 
panded its system; the demonstra- 
tion for the press, said Dr. Hughes, 
marked the completion of the 
system’s installation in all 18 of 
County Trust’s offices. 


* * * 


The stockholders of the East 
Hartford Trust Co. of East Hart- 
ford, Conn. are to hold a special 
meeting on June 16 to act on the 
proposal to consolidate the bank 
with the Hartford National Bank 
& Trust Co. of Hartford. The 
plans incident thereto were re- 
ferred to in our issue of May 11, 
page 1964. 

* * * 

The West Side Trust Co. of 
Newark, N. J., announces that as 
of June 1, its main office and 
branches have been designated as 
- offices.” 

* * * 

William R. Mitchell, President 
of Provident Trust Company of 
Philadelphia, announced on June 
5 the election of William G. 
Foulke as a Vice-President of the 
company, and the appontment of 
W. Arthur Dill and Girven H. 
Culley as Trust Officer and Per- 
sonnel Officer, respectively. Mr. 
Foulke, who was formerly Trust 
Officer, joined the Provident 
Trust Co. in 1940, after several 
years in the investment securities 
business. During the war he 
served as an officer in the Naval 
Reserve and was returned to in- 
active status with the rank of 
Lieutenant Commander. Mr. Dill, 
who will assist Mr. Foulke in his 
new capacity, joined the Provi- 
dent in 1930, and was formerly an 
Assistant Trust Officer. Mr. Cul- 
ley was previously manager of 
the deposit bookkeeping depart- 
ment, 

* 4 % 

Donald P. Horsey, President of 
the First National Bank of Con- 
shohocken, Pa., is the newly- 
elected President of the Pennsyl- 
vania Bankers Association. Rob- 
ert C. Downie, President of Peo- 
ples First National Bank & Trust 
Company of Pittsburgh was 
elected as Vice-President of the 
association at its annual conven- 
tion in Atlantic City on May 19. 
It was noted in the Pittsburgh 
“Post-Gazette” of May 20 that Mr. 
Downie will automatically assume 
the Presidency of the association 
next year. 

4 * 

Thirty-five new members of the 
Quarter Century Club of the 
Pennsylvania Company for Bank- 
ing & Trusts of Philadelphia were 
recently inducted, bringing the 
total membership to 279. H. O. 
Frey, Vice-President of the bank, 
was named club President. 

* * x 


On June 16 a special meeting of 
the stockholders of the Manufac- 
turers National Bank of Chicago 
will be held to vote on a 100% 
stock dividend which if approved 
will increase the capital from 
$250,000 to $500,000. This accord- 
ing to H. S. French, President, 
will be effected by the transfer 
of $250,000 from the surplus ac- 
count. 

The capital of the National 
Bank of Commerce of Pine Bluff, 
Ark., was increased as of May 22 


from $200,000 to $400,000, as a re- 
sult of a stock dividend of $100,- 
000, and the sale of $100,000 of 
new stock. 
* Es Bo 

At a special meeting on July 24 
the stockholders of the Cass Bank 
& Trust Co. of St. Louis, will act 
on a proposal by the directors 
calling for a stock split of five for 
one and the declaration of a stock 
dividend of 33144%, payable Aug. 
15 to holders of record Aug. 1. 
The present $100 par value of the 
stock would be reduced under 
the plans to $20 par, and the cap- 
ital would be increased from 
$300,000 to $400,000, provision 
therefor being made through the 
transfer of the necessary amount 
from undivided profits. 

* bo KB 


Plans of the directors of the 
First National Bank in Dallas, 
Texas, to increase the bank’s cap- 
ital from $7,500,000 to $12,000,000 
were noted. In the Dallas “Daily 
Times Herald” of May 28. Details 
of the proposals as indicated by 
Frank Langston, Business Editor 
of that paper said in part: 

“Of this increase $2,100,000 
would be effected by a transfer 
of a like amount from undivided 
profits to capital, as a result of 
which the par value of each of the 
presently outstanding 600,000 
shares of common stock would be 
increased from $12.50 to $16. The 
remaining $2,400,000 of the in- 
crease would be effected by sale 
of 150,000 additional shares of $16 
par value stock. Shareholders of 
record on the date of their ap- 
proval of the increased capital 
would be accorded rights to pur- 
chase the new shares at $40 each, 
in proportion to their respective 
holdings—one share of the new 
issue for each four: held on that 
date. Deadline for such purchases 
would be 2 p.m. June 26. Trans- 
ferable warrants for the purchases 
would be issued to stockholders 
on June 16.. In addition to war- 
rants for purchase of whole shares, 
the bank would issue transferable 
fractional warrants which could 
be combined to entitle the holders 
to purchase whole shares at $40 
each.” 

In his announcement of the pro- 
posed increase, Ben H, Wooten, 


President of the bank stated that‘ 


the stockholders will hold a spe- 
cial meeting on June 12 to act 
on the plans. With the increase 
in the capital to $12,000,000 the 
surplus would likewise be en- 
larged to $12,000,000. The bank 
will observe its 75th anniversary 
on Oct. 11. Success of the expan- 
sion plan was assured in advance. 
Mr. Wooten said (we quote from 
the “Times Herald”) through un- 
derwriting by a group headed by 
Merrill Lynch, Pierce, Fenner & 
Beane and First Southwest Co. 
* +e * 


The First National Bank of Mid- 
land, Texas, has increased its cap- 
ital from $400,000 to $500,000, ef- 
fective May 18; of the $100,000 in- 
crease, $25,000 represented a stock 
dividend, while $75,000 was added 
to the capital as a result of the 
sale of new stock. 

+ Ba * 


J. C. Lipman, Senior Vice-Pres- 
ident of the Union Bank & Trust 
Co. of Los Angeles, was elected 
President of the California Bank- 
ers Association at the annual con- 
vention recently concluded at 
Coronado. R. D. Brigham, Vice- 
President of the Anglo California 
National Bank, San Francisco, was 
elected Vice-President of the As- 
sociation and H. J. Mendon, Vice- 
President of California Bank, Los 
Angeles, was named Chairman of 
the Executive Council, putting 
him in line for the Association 
Presidency in 1952. 

* * * 

On the eve of the first anniver- 
sary of the death last June 3 of 
A. P. Giannini, a number of Cali- 
fornia business leaders, close per- 
sonal friends of the banker, met 
in San Francisco to organize a 
memorial activity. The outcome of 
the meeting was a decision to 
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create an A. P. Giannini Memorial 
Scholarship Foundation as a 
means of providing funds to fur- 
ther the education of meritorious 
students. Louis R. Lurie, prom- 
inent in San Francisco realty in- 
vestment circles, was named 
Chairman of an organizing com- 
mittee which will accept cash 
donations to the foundation. In- 
vestment of such funds will pro- 
vide money to be made available 
to selected universities for schol- 
arship purposes. Mr. A. P. Gian- 
nini was the founder of the Bank 
of America National Trust & Sav- 
ings Association of San Francisco 
and was Chairman of the Bank at 
the time of his death. 


Clarence W. Bartow 
President of New 
York Bond Glub 


Clarence W. Bartow of Drexel 
& Co., was elected president of the 
Bond Club of New York at the 
annual meeting held at Scarbor- 

ough, N. Y., 
in connection 
with the club’s 
Field Day. 
He succeeds 
Charles L. 
Morse, Jr., of 
Hemphill, 
Noyes, 
Graham Par- 
sons & Co. 
James J. 
Lee of Lee 
Higginson 
Corporation 


Clarence W. Bartow W275 elected 
vice - presi- 


dent to succeed Mr. Bartow. 
Gerald B. West of Stone & Web- 
ster Securities Corporation was 
named secretary and A. Sidney 
Norton of Bankers Trust Com- 
pany, treasurer, 

New members elected to the 
Board of Governors were Hugh 
Bullock of Calvin Bullock, David 
B. McElroy of J. P. Morgan & Co. 
Incorporated, J. Emerson Thors of 
Kuhn, Loeb & Co., and Reginald 
W. Pressprich, Jr., of R. W. Press- 
prich & Co. 

Continuing governors are Aus- 
tin Brown of Dean Witter & Co., 
Harry C. Clifford of Kidder, Pea- 
body & Co., Clarence E. Goldsmith 
of White, Weld & Co., Robert J. 
Lewis of Estabrook & Co. and 
John W. Valentine of Harris, Hall 
& Company (Incorporated). 

Recalling that the Club had had 
an unbroken record of 20 years of 
fair weather, an invitation was 
sent to Dr. Wallace E. Howell, 
New York City’s “rainmaker” to 
take a holiday and come down 
from the Catskills to join the 
merrymakers at Sleepy Hollow. 
Whatever the cause, the weather 
for the Field Day was fine, 

In the golf events, H. Kimball 
Halligan, Cyrus J. Lawrence & 
Sons, won the Ex-Presidents’ Cup 
with a low gross of 77. Fred ln 
Moore, Kidder, Peabody & Ca, 
won the Candee Cup with a low 
net of 66, and John M. Young, 
Morgan Stanley & Co., won the 
Christie Cup. 

The Tennis doubles were won 
by Marvin Levy, Lehman Bros. 
and Courtney Keller, Blair, Rol- 
lins & Co., Inc., who defeated A, 
C. Potter, Bacon, Whipple & Co., 
and Marquette de Dary, F. S, 
Smithers & Co., 6-3, 6-1. 

Special events winners were 
Emmett Lawshe, Carl M. Loeb, 
Rhoades & Co.; Paul Devlin, Blyth 
& Co., Inc.:; William G. Laemmel, 
Chemical Bank and Trust Come- 
pany; and Wesley A. Stanger, Jr, 
Riter & Co. 

Pictures taken at the Field Day 
will appear in the “Chronicle” of 
June 15. d 
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Atlantic City Electric 


President England of Atlantic City Electric Co. recently gave 
mw talk before the New York Society of Security Analysts. He ex- 
giained that the company should not be considered a “resort” or 
‘“ourist” company. In 1938 resort business contributed 45% of 
wevenues 3nd non-resort 55%. Now the resort revenue is 37% and 
mon-resort 63%: and in 1955 non-resort is expected to make up 

70% of the total. At present Atlantic City contributes only 25% of 
the company’s revenues, and of this amount 2.3% was obtained from 
Whe city’s 20 large hotels. Atlantic City is now the outstanding 
convention city, reflecting annual expenditures of $22 million by 
convention visitors. Even during depressions the convention busi- 
ess should be a stabilizing factor, since transportation costs are 
Sow as compared with other resorts. Moreover, the weather is a 
Gavorable factor and there have been no very severe storms in a 
@reat many years. 

The company was incorporated in 1907 as a merger of several 
companies. One of the predecessor companies, the Electric Light 
Company of Atlantic City, was organized in 1886, three years after 
@he first (New York City) Pearl Street Station went into opera- 
tion. Atlantic City Electric was first a subsidiary of the Electric 
Baght Company of America, along with others, but in 1906 Ameri- 
cam Gas & Electric took over the Group. Thus Atlantic City Elec- 
dic Company was one of the first electric utility companies in the 
country, and is older than American Gas & Electric Company, 
6¢om whose control it was separated over a year ago. 

The directors of the company are all residents of southern 
Wew Jersey and businessmen, taking an active part in guiding 
eempany policies; they own almost 3% of the common stock. The 
company has a young group of officers, averaging only 47 years of 
age, but having an average of 28 years’ service with the company. 

The southern third of the state, served by the company, which 
fees a population of about 500,000 and covers 2,700 square miles, 
is divided into three distinct zones: the resort area extending 
®bout 75 miles along the coast, an inland farm belt immediately 
adjacent, and an industrial area long the Delaware River. The 
6011 of southern New Jersey is exceptionally rich, and its farms 
are well electrified. New Jersey farms have almost seven times 
the income per acre as the national average ($1351 as compared to 
$24). The average annual farm use is 3,754 kwh. as compared to 
the national farm average of 2,169 kwh. Food processing has big 
possibilities and New Jersey ranks in the first five states with 
wespect to this industry. 98% of the farms in southern New Jersey 
are served by the company; there are no REA’s. 

The development of the industrial area along the Delaware 
Réver has been responsible for the company’s winter peak load 
becoming almost equal to the summer peak. The .industries now 
Bocated in the territory are stable, and unlikely to register severe 
@uctuations during business declines. Food processing includes 
Seabrook Farms Co., H. J. Heinz Co., P. J. Ritter Co., California 
Packing Corp., Leggett & Co. In the glass industry Owens-Illinois, 
Amchor Hocking, Gaynor Glass, New Jersey Silica Sand, South 
Sessey Sand Co., and others mine a very extensive and rich 
Geundry and glass sand, for which the area is famous. Chemical 
Gems include duPont, I. P. Thomas, Northwest Magnesite Co., and 
@thers. As a result of the national trend toward decentralization 
which is still progressing, there have been 217 manyfacturing con- 
cerns of various types and sizes established in the territory since 
Bec..31, 1946. 

The residential revenue of the company has consistently been 
ebout 40% of the total, which has helped to stabilize earnings. 
The annual domestic use per customer is 1,745 kwh. compared 
with a national average of 1,684 kwh. 

The company has aggressively merchandised (with dealers) 
the major appliances, and sales for the first four months this year 
were over 40% ahead of last year. The national saturation of elec- 
asic water heaters is a little over 10%; the company has over 37%. 
Be some sections of the territory every other house cooks elec- 
dvicaily. 

Kwh. sales are currently running 13% ahead of last year. The 
<ompany anticipates that in the next five years there will be 
40,000 new homes in the territory. This means that they expect 
de service an added population of 150,000 people. To serve these 
mew families will require several thousand additional new enter- 
@rises—they anticipate at least 100 major new industries. They are 
gtanning their sales promotion to accomplish an annual domestic 
“se per customer of 3,000 kwh. in 1955. 

The steel industry is moving into the Delaware River territory 
and the completion of the Delaware Memorial Bridge and the 
Wew Jersey Turnpike about a year from now will greatly facili- 
tate the development of this area. The industry is moving into 
@ais area because of the future possibilities of bringing iron ore 
from abroad (since the Mesabi Range is being depleted), as well 
@s shipping finished steel products to the Pacific Coast cheaply by 
water. Thus Bethlehem Steel, United States Steel and National 
Steel have all acquired substantial acreage in this section of the 
east, fo increase their steel facilities. 

The company is being efficiently maintained. 1949 mainte- 
@ance was 8% of revenues compared with the national average of 
63%. The Deepwater plant has been converted 100% to oil, which 
@educes fuel costs, and conversion of the other major generating 
elations in Atlantic City to oil is being considered. 

Relations with the public and employees are reported excel- 
Sent. A three-year contract was negotiated with the AFL Union 
§n'1948 (which can be reopened only for wages) and the company 
fhas never gone into arbitration or had strike difficulties. It has 

_ fad a funded insurance pension plan since 1940; the cost of fund- 
émg for years prior to 1940 will be fully paid for within three 

This year’s construction budget is $4.8 million. The company 
as acquiring Philadelphia Electric’s interest in the Deepwater 
Station, and to pay for it will issue $5 million bonds and $2 mil- 
Hien preferred stock, This financing will make the capital: ratios 
about 53% debt, 18% preferred and 29% common. Common stoek 
financing early in 1951 will restore the equity ratio to 30%. Plant 
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is on an original cost basis, and the depreciation reserve is about 


31% compared with the industry average of 21%. 
Earnings for the 12 months ended April, 1950, were $1.57 and 
President England anticipates about $1.62 for the calendar year 


1950. 


Including cost of contemplated additions to plant, earnings 


on the estimated rate base will be below the allowable amount, it 


is estimated. 


Continued from page 6 








British Socialism Has Failed! 


of philanthropy, but by a far- 
sighted and wise understanding of 
the interests of your own country 
in the military strength of the 
Western Nations of Europe and in 
your own economic well-being. 

I add but this one word on this 
subject. During the elections, I 
believe that .it is not peculiar to 
my own country that sometimes 
language is used, in the heat of 
the moment, by people on election 
platforms, that does not quite rep- 
resent the considered judgment of 
the more stable element of the 
population. If, in the process of 
the last election in Britain, the 
members of the government of the 
day were so anxious to demon- 
strate the power of the steps that 
they claimed they had taken to 
restore the economic prosperity of 
Britain, that they forgot to men- 
tion their indebtedness to your 
country, you must not think that 
they represented in that the sense 
of the people of Britain. I will 
even go so far as to say that it 
probably did not represent the 
views of the leading members of 
the government itself. 

In order that I may secure com- 
plete balance, let me add this: that 
if, as a result of reading the elec- 
tion speeches of my own party, 
you have come to the conclusion 
that, since the Socialist Govern- 
ment was returned, we have be- 
come a third-class nation on the 
high road to destruction, that, 
again, would be inaccurate. I will 
only say this: that I believe that 
when the Conservative Party is 
returned—as I believe it will be 
at the next election—then will 
Great Britain, firstly with your 
aid, and ultimately in independ- 
ence, be hastening to complete 
recovery, and will be more obvi- 
ously and deeply interested in the 
wider problems of European re- 
covery. Socialism is so absorbing, 
both in its theory and in the dis- 
asters that it creates, that any So- 
cialist Government tends to have 
its hands full with its own domes- 
tic problems. 


Reasons for Coming Conservative 
Victory 


You may wonder at the opti- 
mism of the sentence in which I 
told you that I thought the gov- 
ernment of the country would 
change at the next election. It 
arises from this: I go back to the 
statement that I made earlier, that 
perhaps we have rendered some 
service to the world by trying So- 
cialism in Great Britain. The truth 
is that Socialism has failed. This 
idea, that the elimination of pri- 
vate ownership, with the conse- 
quent redistribution of wealth, 
through the state taking the prof- 
its of industry, instead of leaving 
them in the hands of the capi- 
talist class, has proved to be en- 
tirely fallacious. It ignores the 
incentive drive that arises from 
the quite ordinary human desire 
to make a profit and to succeed in 
the eyes of the world. 

Our socialized industries that 
were making profits under free 
and competitive enterprise, are 
now making losses. It may indeed 
be that the change in the eco- 
nomic situation of the country 
would have made some of them 
make losses, even if they had re- 
mained in private hands: in that 
case the shareholders would have 
taken the loss, whilst now, the 
taxpayers are bearing them. Fur- 
thermore, these socialized indus- 
tries have become monopolies: 
they have no competitors. They 
have put up the price of coal, of 
electricity and gas, as they will. 


There is no yardstick by which 
price is measured because 
there are no competitive sellers. 
In the case of transport, they have 
to take their case to a tribunal, 
and whilst I am sure that, if the 
railways had remained in the 
hands of those of us who used to 
think we knew something about 
running railways, we should have 
had to make a claim for increase 
in charges, as a result of the high- 
er cost of wages and of coal, I 
am convinced the increase we 
should have applied for would not 
have been as great as that which 
has been asked for by the social- 
ized industry. 


Workers Not Benefited by 
Socialism 


There is a third factor: it was 
believed that, under Socialism, the 
workers would have more interest 
in their jobs because they were 
not working for the private profit 
of any company, and that, more- 
over, the State Board would be 
more benevolent and more hu- 
mane in its approach to the prob- 
lems of the workers than would 
be the directors of private enter- 
prise. In both these cases Social- 
ism has failed. The workers for 
the companies at any rate knew 
who their bosses were, and they 
could talk to them — not always 
with approval; but at any rate 
there was somebody who could be 
talked to, and who had authority 
to take action. Now, they com- 
plain that they have a multitude 
of bosses, but decisions are more 
difficult to get. That way, the 
grievances grow. Letter piles on 
letter, and file on file, until, in the 
end, somewhere, monumental 
reams of paper separate the work- 
er from the anonymous man who 
governs the decision and maybe 
his destiny. And not infrequently 
the Trade Union vote, on which 
the government depend for their 
existence, has at least as much 
weight as the trade and economic 
factors which used to determine 
these issues and which in the end 
settles the selling prices of goods. 
When the government, which is 
the final abitrator, depends for its 
existence upon the Trade Union 
vote, impartiality is imperilled by 
politics. 


Fundamental Error of Socialism 


The fundamental error of So- 
cialism is that it misjudges human 
nature. You, in this country, may 
learn from the experience of 
Britain that to adopt this form of 
government is to disregard the ex- 
perience of a mature people who 
have tried it, with tolerance and 
with the sympathy of large num- 
bers of people of all classes. That 
sympathy has now gone. Great 
Britain is against Socialism; it 
recognizes that Socialism is but a 
temporary resting-place. Socialism 
I am convinced, will not work: 
it is an emasculated form of gov- 
ernment. It plans, but it has not 
the will, to take the power to 
make those plans work. It takes 
away the economic force of self- 
interest, the desire for self-ad- 
vancement; it despises the will to 
excel: it replaces the individual 
by a committee—it’s neither one 
thing nor another. It hasn’t the 
virtues of free enterprise: it hasn’t 
the ruthlessness of the totalitarian 
state. But I believe that, once a 
nation embarks wholeheartedly on 
the socialist philosophy, it is lead- 
ing directly to totalitarianism. So 
it was in Germany: we failed to 
learn the lesson there. In Britain, 
we have at any rate been wiser 
in that we have tried Socialism 
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only on a limited field, and I do 
not anticipate that the public of 
my country will allow that field 
to be extended. 


I come to this conclusion be- 
cause the Conservative Party has 
gone to much trouble and expense 
to inform the public of the politi- 
cal and economic significance of 
Socialism. I believe in democracy 
—but only if that democracy has 
been educated to understand its 
responsibilities and has been given 
the facts on which to form its con- 
clusions. Because of this belief 
we have, at what I recognize to be 
heavy expenditure organized 
classes of political education in 
Great Britain. We have a central 
college for the training of our paid 
agents and our volunteer workers, 
we have a central organization for 
producing political and economic 
pamphlets intended to influence 
the educated people—very many 
of whom a few years ago had 
joined the Socialist Party. In small 
groups in hundreds of constituen- 
cies we have been conducting 
classes in poltical education in the 
evenings, and we have made de- 
liberate efforts to attract the 
young men and women of our 
country—people under 30 years of 
age to our cause. Close on three 
thousand centers of Young Con- 
servatives have been created, and 
in them we have enrolled men 
and women whe have the time and 
energy to go from doorstep to 
doorstep delivering political lit- 
erature explaining the Conserva- 
tive platform and ideals — and 
since these young people know 
the dangers to Britain of un- 
curbed bureaucracy they have be- 
come crusaders against Socialism 
and the principle of the totalitar- 
ian state. Here we have youth, 
conviction and vigor — and any 
organization that can claim these 
things is on the certain road to 
victory. 


I understand your Institute is 
planning an operation similar to 
that we carried out in Great 
Britain and I commend their wis- 
dom to you. 


I have outlined the sort of po- 
litical education that we have 
given from the Conservative 
Party to the people of Britain dur- 
ing the last three years. It has 
reinforced the anti-socialist 
forces: it has attracted people of 
all classes, for we are no “class 
party.” To you it is important, 
not only for its example, but be- 
cause of the effect it will have on 
your efforts to weld Europe to- 
gether to fight the Communist 
menace, 


Anti Socialists Must Have 
Positive Creed 


Britain is through with the So- 
cialist experiment: it is ready to 
join you in seeking the ways to 
prevent war. 

But the demonstration of failure 
of one form of political philsophy 
does not relieve us from the ne- 
oessity of having a positive creed. 
In Great Britain, we have tried to 
do it through the Conservative 
Party, on three issues. The first 
was expressed in what we call our 
“Industrial Charter,” defining the 
human relationships of industrial 
organizations. The second was in 
our efforts to obtain a high stand- 
ard of physical health for the na- 
tion and the third was the plan 
that we made for giving the 
workers of the country security 
against the dangers of mass un- 
employment. These are the fun- 
damental conditions of the Wel- 
fare State. 


I believe that you have a 
phrase in your country called 
“Me-tooism.” I understand that it 
is a term of opprobrium, and it’s 
used when both parties try to 
“muscle-in” on the voter’s emo- 
tions. I would not regard this 
as a term of opprobrium if any- 
body accuses the Conservative 
Party of “Me-tooism.” Every ex- 
pression of benevolence. must not 
be regarded as_ cynical .vote- 
catching, and as being insincere. 
There is no one party that has the 
prescriptive right to say that they, 
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and they alone are the people 
who care for their fellowmen. 


In my own business I am proud 
of my relations with the people 
who work for me. They are good 
human relations that have con- 
tinued over many years. I am 
neither alone, nor unique, among 
employers of labor. I do not wish 
to see anyone deprived of medical 
help that will enable them to get 
rid of suffering and disease, and 
my heart beats as truly in sym- 
pathy with people who are so 
stricken as does the heart of any 
Socialist in the country. I have 
seen unemployment in the days of 
1908, when a Liberal Government 
was in control in my country: and 
I saw it then in all its harshness, 
and nakedness, and cruelty. I saw 
men and women and children 
short of food; I saw their physical 
and moral life be undermined, and 
I take pride in the fact that, when 
I was Minister of Reconstruction, 
I produced a plan to secure, in 
Great Britain, such operations of 
a fiscal nature as would go some 
way to preventing a repetition of 
these conditions and maintaining 
a high and stable level of em- 
ployment. 


Is there a man in this room who 
doesn’t share these same emo- 
tions? They belong to no party; 
all of them belong to our practice 
of the ordinary decencies of hu- 
man nature; they are the common 
denominator of all religious teach- 
ing; and no party, in any country, 
can ignore these things, except at 
its proper peril. It is the business 
of electors of all parties to see 
that no party gets away with the 
idea that they, and they alone, 
care for the welfare of the people; 
that doctrine leads to class war 
and to Communism. 


Principle of Health Service 
Is Right 


You hear much of our Health 
Service; you will have heard much 
that condemns it. But let me say, 
at once, that the principle on 
which it was established, in my 
judgment, was right. It received 
the support of the Conservative 
Party, and, indeed, I had much to 
do with the original preparation 
of the scheme, the object of which 
was not unknown in the experi- 
ence of our own country. It was 
the establishment of a system of 
social insurance, so that the 
whole of the. family would be 
able- to receive medical atten- 
tion when in need of it; mean- 
while when in good health and 
employment, people paid to in- 
sure against the expense of ill- 
ness. It was a development of 
the system of compulsory insur- 
ance for industrial workers in- 
troduced by Lloyd George before 


World War I. It found expres- 
sion also in many _ voluntary 
schemes of insurance against 


doctor’s bills. 


It was the hope of the Con- 
servative Party that, with this 
extension of Health Insurance to 
the whole family, we should es- 
tablish a system of preventive 
medicine or _ positive health, 
which would raise the standard 
of physical life in the country. 
This is but a development of a 
point that has long found its ex- 
pression in philanthropic work in 
both our countries and is at the 
heart of much progressive radical 
thought. Ill-health not only 
causes physical suffering which 
excites our sympathy, but a 
standard of personal health that 
is below the highest standard is 
not compatible with a high stand- 
ard of economic efficiency. Ab- 
senteeism in workers, or ill- 
temper due to ill-health on the 
part of the boss, leads to eco- 
nomic waste, and the disruption 
of good industrial relationships. 


We believe that it was worth- 
while taking such steps as would 
place all that the medical profes- 
sion had to offer, either for the 
curing of diseases, or the stimu- 
lating of good health, at the dis- 
posal of every man, woman and 


child in the country. That was 
the theory. I suggest that intel- 
lectually it is beyond dispute. But, 
of course, when you come to put 
it into practice, the human factor 
intervenes, and we have found 
that very large numbers of people 
have felt that, so long as they can 
have a free doctor, dentist, or 
free spectacles and free prescrip- 
tions, they had better get their 
money’s worth. In 1948-49, the 
annual cost of the whole service 
was £6 5s 2d per head of the 
population; in 1949-50 it has risen 
to £8 lls 9d. Eyes, teeth and 
medicine account for the greater 
part of the bill. It has been esti- 
mated that some 7 million people 
have visited oculists in the past 
year, and that 9 million have vis- 
isted dentists. Astronomical, too, 
is the chemists’ bill. The average 
family doctor now spends around 
£1,770 a year on prescriptions, or 
14s 8d per head of the population, 
compared with 9s 8d a head in 
1948-49. And no one in authority 
has said how much of this expen- 
diture is avoidable. The general 
feeling is that it too much. 


Without condemning the hu- 
mane principles of the National 
Health Service it seems to us that 
the Welfare State is being too 
open-handed with its welfare. 
Doctors are swamped by patients 
with minor ailments which they 
would not have bothered about 
two years ago, and, judging from 
the queues at opticians, Britain 
has gone myopic. The plan is not 
prospering. Moreover, those in 
charge of the plan have been 
anxious to arrive at the position 
of a “nationalized” medical serv- 
ice. The doctors have tended to 
become wholly employed by the 
State: private practices only ex- 
ists for those who can afford to 
wait on the rich—and find the 
rich to employ them. Then, the 
government, having taken control 
of the Health Service, not unna- 
turally feel that they must have 
information on which to exercise 
their control, with the result that 
a very large amount of the time 
of those who ought to be engaged 
in the treatment of disease, is now 
occupied by the filling in of 
forms. The medical profession is 
unhappy because they feel that 
they can no longer give to their 
patients the time, and the care, 
that they would like to give or, 
indeed, that their patients need. 


Again, I say, human nature has 
not been good enough for the the- 
oretical scheme, and some system 
of sanction, or restraint, will 
have to put in. Personally, I be- 
lieve it will be necessary to give 
the doctors a wider freedom. The 
nation was at least as healthy 
when doctors were not reporting 
to anybody, but were looking af- 
ter their patients, and depending 
for their living on the success of 
their treatment. In any case, I 
never know what happens to all 
these millions of forms that 
people fill in when they get to 
their ultimate destination. The 
only thing of which I am quite 
sure is that by the time hundreds 
of people have occupied their 
lives in sorting, epitomizing, and 
collecting the information, it is 
too old to be of any practical use. 

I want to see a system intro- 
duced into our insurance of a “no 
claims benefit,’ so that, whilst 
people know that they can go to 
the doctor, if they are ill, they 
will not be occupying his time 
for the sake of the diversion, or 
out of that very natural egotism 
which we all have, of feeling that 
it’s rather nice if somebody in 
authority is giving us an assur- 
ance about ourselves. The supply 
of free medicine to all and sun- 
dry has lead to infinite numbers 
of abuses, and, I’m afraid, a de- 


plorable revelation of what hap- 
pens when people think there is 
a chance of getting something for 
nothing. We shall have to make 
many alterations in the working 
of the British. plan: but we will 
mend it, and not erd it: we wor’ 
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throw the baby out with the bath- 
water. 


Changing Attitude of Trade 
Unions 


Now I come to the third point 
in the welfare state. It is one 
about which I am perhaps more 
competent to speak, because, at 
any rate for the last 30 years of 
my life, I have been closely as- 
sociated with industry, and have 
been a large employer of labor. 
The Trade Union movement arose, 
in the first place, in order to pro- 
tect the individual against the op- 
pressive employer. It was not 
against the principle of free en- 
terprise: it was not, in its origins, 
socialist in its political philosophy. 
But, as time has gone on, it has 
become the backbone of the Labor 
Party, which, in itself, has become 
the Socialist Party. I believe it is 
true to say that vast numbers of 
the people who are members of 
Trade Unions are disillusioned 
about the benefits that come to 
them, and their class, through the 
nationalization of the means of 
production, distribution and ex- 
change. 

I have said that they are begin- 
ning to have doubts about Social- 
ism, and they have still graver 
doubts about Communism. This 
is the tine when the anti-social- 
ist forces must be ready to act. It 
must be constructive action, for if 
we are to overcome either Com- 
munism or Socialism, action must 
arise from a feeling within our- 
selves that we will see that social 
justice is done: a feeling which 
expresses itself in policies that 
recognize the proper aspirations 
and the legitimate fears of the 
Trade Union members. It is not 
enough to condemn: it is cer- 
tainly unwise to say of any po- 
litical creed, “It will never come 
to our country.” 

It is these thoughts that have 
made the Conservative. Party 
promise that, when they are re- 
turned to power, they will pro- 
duce an industrial code of regu- 
lations, which the government 
will advise all employers of la- 


bor voluntarily to undertake— — 


providing welfare services in 
their factories, improved condi- 
tions of lighting, and heating, and 
ventilation; 
wholesome meals at reasonable 
prices in factory canteens; oppor- 
tunities for the various ranks of 
the business to enter into consul- 
tation with one another, in order 
that the ideas and capacities of 
all the members of the firm may 
be available for the improvement 
and development of the whole; 
and, finally, for such an element 
of security of tenure that will 
protect the employee from arbi- 
trary dismissal, because of the ill- 
temper or the personal antipathy 
of an individual, with whom he 
happens to disagree; in the event 
of dismissal on such grounds then, 
at any rate, some payment in lieu 
of notice commensurate with the 
length of service that the indi- 
vidual has already given to the 
firm. 


This code, when passed by Par- 
liament, will be obligatory on all 
firms carrying out contracts for 
public bodies, and will, therefore, 
rapidly secure universal accept- 
ance. These are but human con- 
dtions; I say they represent the 
faith that every man and woman 
should have in one another, for 
the formation of a good society. 
These are the conditions, free 
from cant, from extravagances, 
but perhaps not quite free from 
sentimentality, which I believe to 
be the reply of modern Conserva- 
tism to the arid and impractical 
theories of Socialism, with its con- 
centration of power in the hands 
of a few individuals. 

Under Socialism, we all become 
servants of the State: “The Sab- 
bath was made for man and not 
man for the Sabbath.” The State 
was made for man and not man 
for the State. I have said that 
these views are not perhaps cutte 
free from sentimentality: again 1 
vring myse’’ bak to hum?tn na 
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ture; which of us is there here 
who isn’t wisely and properly 
moved by sentiment? I would be 
sorry to live in a nation where 
the relations of men were not at 
least tempered by a touch of emo- 
tion. The problem before the 
modern world is this problem of 
human relationships. We have to 
learn to live together, and, if we 
are to get the highest benefit from 
doing so, we must live in condi- 
tions that, taking full account of 
human nature, with all its fail- 
ings, bring out the best in all of 
us. These are not platitudes: they 
are the expressions of the general 
practice and common faith of all 
who make a success in this mod- 
ern world out of the job of run- 
ning industry. 


Summary 


Let me sum up: I have dis- 
cussed this issue of Socialism as 
it affects us in Britain because it 
affects the American peopie as 
much as us. Socialism is but a 
political half-way home to the 
Totalitarian state, but the politi- 
cal struggle of the world is be- 
tween the totalitarian and the 
free system of government. Com- 
munism must be fought. It can 
only be fought by a free people. 
If we are to succeed or, indeed, if 
we are to survive, it will be 
necessary for the whole economic 
and productive powers of the free 
world to be harnessed to this end. 
Britain knows this: we know that 
the world circumstances demand 
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the maximum effort and virility 

of our nation. -Every practiee 

that restricts production: every 

law that limits the reward of, ex 

removes initiative to, maximum 

production is against the safety, 

not only of our own nation, but ef 
the Western World. 

A cold war is raging: Commv- 
nism is out to destroy the way of 
life that is based on personal 
freedom; massive numbers o@ 
people are under the sway of a 
small group of determined mem 
who are opposed to our concep- 
tion either of persona! freedom or 
democratic government. 

Let us not talk of war: but Tet 
us be prepared to meet it with al 
the changes that science and ex~ 
perience have placed in. ower 
hands. We want peace: but we 
shall only get peace if we succee@ 
in developing the natural ¥Fe~ 
sources of the world .and using 
the human power which our nae 
tions possess to the fullest. By 
the cultivation of fresh fields, By 
the fuller development of knows 
resources, by the encouragemen® 
of personal initiative and amBs- 
tion, these are the ways in whieRe 
abundance can be brought to the 
peoples of the world; and just-.as 
a penury and a low standar@-e@ 
living is the fertile land for plan§- 
ing the seeds of rebellion anm@® 
Communism, so the contrary is 
surely true. If we would presesve 
peace, then let abundance abound 
and bring joy and contentment fe 
the peoples of the Earth. 





Sec. Snyder Sees Prosperity on Sound Basis 


Tells chemists no significant elements of weakness have ap~- 
peared in business picture, such as have preceded business 
downturns. 


In an address on the occasion 
of the Ninth Annual Presentation 
Banquet of the John Wesley Hyatt 
Award Committee in New York 
City on June 
1, Secretary 
of the Treas- 
ury John W. 
Snyder reit- 
erated his 
contention 
that the cur- 
rent high lev- 
el of -business 
has a safe and 
solid founda- 
tion. Com- 
menting on 
this, the Sec- 
retary stated: 

“Through- 
out the United 
States today 
there is a feeling of stability. In- 
dustrial production now is almost 
at the postwar high reached in 
the fall of 1948. Personal in- 
comes, including the special vet- 
erans’ dividend, are at the highest 
level in history. Excluding that 
dividend, the income rate is high- 
er than in any month in 1949 ex- 
cept January. Total civilian em- 
ployment is the highest on record 
for this time of year, and the 
trend continues upward. 


“Consumer demand has _ in- 
creased noticeably this year, and 
total retail sales, in actual unit 
volume, are now running some 
6% higher than a year ago. 


“The resistance which con- 
sumers showed last summer to 
any curtailment in buying was 
backed up by a record volume of 
personal savings. These savings 
have since been further increased. 
Liquid assets of individuals in the 
form of cash, checking and sav- 
ings accounts, and government se- 
curities, now total more than $200 
billion. 


“The basic expansion of our 
country is indicated by widely 
varying indices. Since we en- 
tered the war in 1941, the number 
of electric power customers has 
been increased by more than one- 
third, but we are continuing to 
add 2 millien more customers an- 
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nually. In the same period, the 
number of telephone subscribers 
hes been nearly doubled, but we 


are continuing to insta!l 2 miltiom 
new telephones a year. 

“The greater business optimism 
recently has given renewed en- 
couragement to plant expansion 
Contract awards in April ®o# 
new construction of commeretsB - 
and manufacturing buildings were 
66% higher than in the same 
month last year. For the fiss@ 
three months of this year the gaim 
had been 22%. 

“This resumed rise in plant im- 
vestment is confirmed by an wp 
turn in new orders for heavy 
equipment. Orders for machiw- 
ery and for machine tools have 
both been rising sharply since Me 
third quarter of last year, wit® 
machine tool orders in March:a® 
a four-year high. These are in@é- 
cations of steady econombe 
growth. 

“This strong forward movemen® 
in our economy is built on a souma 
and conservative foundatiom 
Business planning has remaine® 
cautious. Inventories have beem 
kept at moderate levels. Specuia— 
tive activity in the commodity 
and security markets has been ne 
greater than normal. Bank loans 
have shown no undue expansiom, 
and the nation’s crecit structuse 
remains strong. While consumes 
credit has expanded considerabfy, 
and must be watched, it is not ex 
cessive in relation to consumer? 
incomes. 


“In short, no significant ele— 
ments of weakness have appeare® 
in the business picture, such aw 
those which, in the past, have ak 
ways preceded business down- 
turns. In nearly every respee& 
the present situation shows @ 
marked contrast to that after the 
First World War. 


“These numerous evidences of 
basic soundness in our -@conomy 
are an impressive feature of Me 
business picture today. They am 
ply justify the confidence whieh 
the chemical industry and othes 
industries have shown in buildimg 
for the future. I feel assured tha 
this firm business foundation €gm 
and will be maintained. It will Be 
maintained so long as we aveb® 
excesses of speculation or- oe 
credit expansion — the primary 
causes of business recessions i™® 
the past.” 
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Continued from first page 


Abolish Farm Price Supports! 


The period of World War II was 


American agriculture’s proudest 
hour. In spite of the fact tnat 
nearly 2 million people were taken 
from the land for other work, the 
farmers fed our country better 
than it was ever fed before, fed 
huge armies scattered over the 
globe, and then had much left 
over to feed other countries. 


You have to be on your toes to 
do a thing like that. 

One of our ‘Prairie Farmer” 
field editors is in Europe just 
now, and he recently sent back a 
story about farming in Egypt. He 
had just visited the tomb of an 
Egyptian nobleman buried 3,000 
years ago. On the walls of the 
tomb he saw murals depicting an 
Egyptian farmer piowi.g with a 
buffalo hitched to a crooked stick, 
and behind him men and women 
following with hammers to break 
the clods. The editor went out of 
the 3,000-year-old tomb and onto 
the Egyptian countryside and was 
amazed to see exactly the saine 
seene. 


This is most certainly not the 
record of farming in our country. 
Less than 100 years ago we were 
an agricultural nation witn five 
families on the land needed to 
supply the extra food for one 
family carrying on industrial or 
city work. We have completely 
reversed that, so now it takes less 
than a fifth of our population to 
grow the food we need. 

As a matter of iaci, in our most 
efficient and most mechanized 
farming sections, including most 
of Illinois, the ratio is more nearly 
ten to one. One family on the land 
can feed adequately ten families 
in the city. 

The significance of this should 
not escape us. Nine families out 
of ten, or four out of five for the 
country as a whole, have been 
freed to do other things besides 
grubbing a living out of the soil. 
They can build homes, manufac- 
ture automobiles and refrigera- 
tors, operate schools and hospitals, 
and do a thousand useful things. 
And these are the things by which 
we measure our standard of living. 

Good farming has made it pos- 
sible for the average American to 
live his whole life without any 
worry about food supply. He takes 
food for granted, and goes on to 
improve his standards by the 
many other things he can earn 
over and beyond food. 

As a matter of fact, Mr. Average 
American needs to spend only 
about 25% of his income for food. 
In England the cost is around 45%, 
including government subsidy, of 
course. In Italy it is around 70%. 
In countries like India and China 
about 90% of the average man’s 
income must go to scrape together 
the food to hold body and soul 
together. 


Hothouse Treatment of Farmer 


But there is danger too in 
pounding our chests and expound- 
ing the indispensability of agri- 
culture. I feel uncomfortable when 
a farmer or a farm leader declares 
that agriculture is the key to all 
prosperity and that they, meaning 
the Government, must take care 
of the farmer first. There is a 
good deal of truth in what the 
man says, but the state of mind is 
bad for everybody, and especially 
bad for the farmer himself. 

I have heard top-flight indus- 
trialists and economists in posi- 
tions of responsibility say the 
prosperity of agriculture is so im- 
portant to this country that we 
can well afford to give agriculture 
a preferred treatment—-sort of put 
farming on a hothouse basis. 

I cannot agree. I’m quite sure 
that hothouse treatment may ac- 
tually destroy the productiveness 
which has made our agriculture 
great and may result in progres- 


sive poverty rather than guaran- 
teed prosperity. 

There is a warning in the public 
reaction against farmers which 
has grown at an alarming rate 
during the past year or two. While 
much of this feeling is hysteria, 
based on misinformation to which 
both the press and the radio have 
contributed, it is an ill omen of 
what may come if agriculture per- 
mits itself to be pushed out on a 
limb by politicians looking for 
votes and industrial people look- 
ing for an indirect guarantee of 
good business. 


We are already too far out on 
that limb. We must re-examine 
our farm programs along with our 
attitudes. We must revise our na- 
tional farm programs into some- 
thing we can live with, something 
the public will support and ap- 
prove, and, above all, something 
that will insure an increasingly 
productive and efficient agricul- 
ture. 


We have arrived at our present 
high productivity by following the 
principle of multiplication rather 
than division in farming. I don’t 
think it’s necessary to reverse that 
process now, and spend the rest 
of our days dividing up acres and 
income, busying ourselves with 
allotments and quotas and all the 
other bureaucratic devices that 
can only lead to less and less for 
more and more people. 


Having Too Much Trouble With 
Price Support Programs 


Why are we having so much 
trouble with our present commod- 
ity support programs? It’s because 
they tell the producer a lie. 

Whenever the Government price 
is higher than what the market 
will support, then the producer is 
being misinformed. The minute 
the farmer starts raising products 
for Uncle Sam, he is in real trou- 
ble. We know Uncle Sam doesn’t 
really want the stuff. He can’t 
pay Senators and Supreme Court 
Judges in bushels of corn or sacks 
of potatoes. Oh yes, he may be 
able to use some of it to fight cold 
wars, and even to make life miser- 
able for the grain exchange, but 
these are questionable enterprises. 

If the flexible supports of 60 to 
90% of parity had been permitted 
to go into effect immediately after 
the war, it is possible we would 
have had a workable program. 
But efforts by our leading farm 
organizations, notably the Farm 
Bureau, and farsighted legislators 
to bring about this adjustment 
have been repeatedly sabotaged. 

Let me point out that our lead- 
ing farm organizations have not 
asked for the present farm sup- 
port levels. The poultry people 
saw they were getting into trouble 
long before the Government 
started to pile up its hoard of 
dried eggs. They passed resolu- 
tions for a more realistic price 
program. The same can be said of 
the potato growers. 

Government supports and sub- 
sidies are easy to come by and 
hard to get rid of these days, but 
it should be said to the everlast- 
ing credit of farm leaders that 
most of them have tried to get rid 
of the subsidies. But the political 
ins want to stay in, and the po- 
litical outs want to get in. Both 
seem to think that votes are to 
be had in exchange for Govern- 
ment checks and special privilege. 

Our commodity support ap- 
proach to the farm problem has 
been warped away from its orig- 
inal purposes. Too many people 
in and out of Government want to 
think of it in terms of an income 
guarantee from the Government 
to the farmer. Because the mar- 
keting problem has su .ehow be- 
come confused with a political 
philosophy, the support levels have 
been very sticky indeed. The va- 





rious crops and commodities have 
been out of step with each other, 
and there has been too much dis- 
regard for a basic fact of a free 


economy — increased efficiency 


must be shared. 


The Brannan Plan 


In this respect our support pro- 
grams have been pretty much in 
the same class with the much pub- 
licized Brannan Plan. 

Mr. Brannan proposed that we 
keep all our present supports on 
basic crops at levels even higher 
than those which have already 
gotten us into trouble. But he 
went beyond this and suggested 
that since perishables such as milk, 
eggs, potatoes, could not be suc- 
cessfully handled in storage, we 
should substitute the direct in- 
come payment to the farmer. 


His plan had one very attractive 
feature. These products were to 
be turned over to the consumer at 
whatever they would bring. It 
would be a sort of fire sale with 
the buyer getting the benefit of 
the low prices. 


But remember, again, that the 
farmer would be paid according 
to his production and Uncle Sam 
would foot the bill for the differ- 
ence between what the farmer 
gets in the market and what he 
should have had according to the 
standard set up by Mr. Brannan. 


What’s wrong with this plan? 
Well, many people, including my- 
self, do not like the idea of the 
farmer being dependent on Uncle 
Sam for his income check. Weare 
reminded properly by proponents 
of the plan that at least this would 
be a visible, direct subsidy, and 
not a hidden subsidy such as the 
one used to bolster up commodity 
prices. 


But any way you look at it, the 
income guarantee idea is loaded 
with trouble. It heads down the 
socialistic path toward stunted 


production and dependence on, 


Government. 


Right now we are wrestling 
with acreage allotments, with one 
eye on the marketing quotas just 
around the corner. In Illinois there 
is a bitter battle between those 
who would keep allotments on a 
strictly historical base and those 
who would base allotments on soi? 
conservation principles. Hanging 
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graft which will catch up with us 
some day. 


The Two-Price Plan 


We-are hearing more and more 
thesg, ave about the two-price 
plan, ich you will recognize as 
the old McNary-Haugen Bill over 
again..wjJhis plan too has its at- 
tractive features, but its flaws are 
clearer today than in the McNary- 
Haugen | s. The two-price plan 

calls for 4 ping of some kind. 
"We must p either abroad or 
on our owrmmarket. We know now 
it isn’t sy to dump abroad. 
It’s hard to*give food away, even 
-to starving p@éople. You end up by 
turning the food over to a foreign 
governmentaybich in turn sells it 
to its Own people to keep in 
power. Foreign governments have 
to protect thejc own farmers, too. 
They don’t like us fighting cold 
wars with surpliis food. Right now 
we'd like to turn a lot of wheat 
and corn “oveg to the starving 
Chinese but,the Chinese Govern- 
ment will probably refuse it. 


If we don’t dump abroad we 
‘have to dump in our own country. 
That isn’t easy@ither. We could 
make a certain amount of our 
corn and wheat into alcohol and 
pass a law that all gasoline would 
have to include-a certain percent- 
age of this fuel. But we know 
that would be_robbing the fertil- 
ity of our soil, fertility we may 
need desperately 100 years from 
now, for an inferior and expensive 
purpose. t 


‘How Problem Should Be Solved 


All right, what should we do? 

That’s a fair question and de- 
serves a fair-answer, even if the 
answer is not easy. I, for one, 
believe that. now. is the time to 
move in the direction of a free 
competitive market and greater 
self-reliancé on the part of agri- 
culture. Of course, there are 
risks. Of course, the patient 
trembles at the thought of throw- 
ing away the crutches. But if we 
“don’t do it now’ Wwe never will. 
Our debt is in goed shape. Our 
efficiency is high. Our customers 
have money in their pockets and 
the city people are outnumbering 
the food producers by more and 
more every day. 


We'll have some scares when 


over this whole controversy i8°a*W© Start faking away this make- 


fear that acreage allotments will 
not reduce production and that the 
marketing quotas which are- to 
follow can be enforced only “by 
police state methods. 


The Brannan Plan would be no 
different, probably worse. The 
wider the margin between: what 
the Government would guarantee 
and what the market would pay, 
the more it would cost Uncle Sam. 
The only way Uncle could get off 
the hot seat and wean consumers 
away from their cheap feod ride 
would be to slap severe quotas on 
farm production and reduce that 
production to the point where 
food prices would rise again. 


At what point would it be po- 
litically expedient +o stabilize 
these Government prices? If. I 
read my political history right, 
they would try to stabilize it at 
the point where the farmer could 
not live without his Government 
check, but where he would be def- 
initely restrained from_embarrass- 
ing his bureaucratic supervisors 
with too much efficiency or “too 
great production. As production 
controls progress from big crops 
to little crops and from feed tfops 
to food products, there would be 
a thriving production of red*tape, 
and much political pap to be dis- 
tributed. 

Do you know that down_in the 
tobacco country your allotment, 
that is the permission of the Gov- 
ernment to grow tobacco, may be 
worth as much as $2,000 an acre 
on $200 an acre land? I am told 
that the farmer committees who 
are administering the tobacco pro- 
gram are doing a nice job, but 
here is an opportunity for political 


shift scaffolding, but I doubt if 
there would be any widespread 
disaster. 


Even if we step out and put our 
chief reliance on efficiency, on 
improved _ marketing practices, 
and on the buying power of the 
American people, we can still take 
out certain insurance policies in 
the name of security and social 
conscience. I would like to pro- 
pose three ingredients of a sound, 
long-time farm program that 
could go nicely along with a farm 
economy based on efficiency and 
the competitive market. 


In the first place, I believe that 
the soil conservation principle is 
the only justification for govern- 
ment payments to farm people. 
City people have a stake in the 
conservation of the land. We 
know the farmer is always under 
pressure to market the fertility of 
his soil as quickly as possible. 
“The mortgage needs to be paid, 
and the children need shoes and 
a college education. A carefully 
worked-out system.of conserva- 
tion payments intended to rest 
and rebuild land-would serve a 
useful purpose i. relieving the 
farmer’s urge to cash in. Such a 
program should not be primarily 
to reduce proddiiction or hand 
out government money. The pub- 
lic should get its money’s worth 
in soil conservation and assurance 
of a future food supply. 


In the seeond place, I believe 
our present support machinery 
should be-Overhauled as quickly 
as possiblesto become a stand-by 
program for use only in emer- 
-gency. Some people will say that 
as, cruel.and-imgacial. Neverthe- 














less, I believe a government price 
should be a floor and not an 
income guarantee. 

You say that such a floor auto- 
matically becomes the going 
price? On the contrary, I believe 
a free market is more likely to 
give us a crack at our share of 
good prices than a_ controlled 
market with the government 
holding huge surpluses nearly 
always too hot to handle. 


Problem of Marginal Farmer 


In the third place, I believe that 
we should make a real study of 
the reasons for poverty among 
farm people. Not all farmers are 
rich by a long shot, in spite of 
what some people would have you 
believe. But if we were to fix 
prices at a level where the farmer 
with too little land, too poor land, 
and too little machinery and skill 
would make a nice living, then 
the efficient farmer would either 
become fabulously rich or he 
would keep the market perma- 
nently flooded. 

The problem of the marginal 
farmer is not one of price or of 
government subsidy. It doesn’t 
make so much difference whether 
you get $3 or $5 a hundred for 
milk if you are trying to support 
a family on three scrub cows. 
You’re poor as a church mouse 
in either case — $100 of subsidy 
from the government under the 
Brannan plan may help you a 
little if you are making $700 a 
year total income, but you'll still 
be dirt poor. And don’t forget 
you might be worse off if the 
government program takes away 
20% or 30% of your few acres 
and freezes your production at 
that level. 

No, the problem of the under- 
privileged farmer is one of educa- 
tion, of credit, of doing what 
needs to be done to build his farm 
into a going concern. I believe 
that government can do a great 
deal along this line without tying 
up the processes of agriculture in 
a rigid bureaucratic system. I 
believe we can extend and im- 
prove our present activities 
through the extension service and 
the Farm Home Administration 
so that we can meet this problem 
more adequately. We may want 
to go a step farther and think in 
terms of building industries in 
rural areas to take care of. people 
who cannot possibly earn a decent 
living from the land. 

So that’s the way one editor 
looks at our present national farm 
situation. 


What Bankers Can Do 


You men are interested of 
course in what the banker, and 
especially the country banker, can 
do to sort out the many conflict- 
ing currents and keep agriculture 
On a sound basis. 


Well, I say you can do a lot. 
The bureaucrats are still a long 
ways from replacing local talent 
and initiative in charting our 
agricultural future. Bankers, 
like farmers, have felt the en- 
croachment of big government 
and should know a little some- 
thing about how this socializing 
process works and feels. 

Anyone who is going to play a 
significant part in reversing this 
process is going to have to show 
both courage and intelligence. 


It’s not enough to sit behind 
your desk and cling stubbornly to 
the doctrine of rugged individual- 
ism and free enterprise. 


On the other hand, it won’t do 
to take the line of least resistance 
as some of my businessmen 
friends are doing. They say the 
farmer is the key to our prosper- 
ity. Let’s do everything possible 
to keep him happy and prosperous 
so the rest of us can be prosper- 
ous too. There are too many 
people in business who think of 
agriculture as a cow to be fed 
and pampered by government in 
orde~ that she cah continue to 
pro. ce, All they want is their 
shere of the milk. I am con- 
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vinced that you can’t handle 
people that way, and I think most 
of you will agree with me. Agri- 
culture will not stay productive 
and prosperous as a ward of the 
government. As soon as the 
people deteriorate their produc- 
tiveness will be gone. 

I believe the greatest asset of a 
country banker today is an under- 
standing of the problems of agri- 
culture as well as the economics 
of agricultural production. The 
private banker should be a more 
intelligent counselor than the 
representative of public credit. 
He should know what’s going on. 
He should continue to study 
people and to have a faith in per- 
sonal integrity and moral respon- 
sibility as important collateral in 
any loan. As soon as the banker 
loses his interest in people and 
thinks only in terms of material 
collateral, then banking will be- 
come a dismal business indeed 
and the government agencies will 
be ready to take over. 

I know country bankers who 
are the unquestioned leaders of 
their community as far as the 
agricultural business is concerned. 
They are out in front, promoting 


the things that build both the 
land and the people. Farmers 
will respect the banker who 
knows almost as much about 


scientific agriculture as the 
county agent and who is always 
looking for a chance to back the 
young fellow who has ambition 
and intelligence. 

While I intensly admire many 
of the bankers I know, I am also 
disappointed with others who 
operate pretty much on the same 
pattern that they used 40 years 
ago. They’ll lend money freely 
on farm machinery and feeder 
cattle, but turn a deaf ear to other 
needs such as lime, fertilizer, 
legume seed, which are absolutely 
necessary to build the land. 

Recently I took a trip through 
the poor farming regions of 
southern Illinois. Again and 
again, I saw cases where a man 
has taken $20 land, worn out and 
usele§s, and he has treated that 
land at a cost of $30 to $40 per 
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acre. The treatment is lime 
where necessary, heavy applica- 
tions of fertilizer, seeding to a 
grass and legume mixture, to- 
gether with other soil conserva- 
tion practices that may be needed 
on that particular land. I have 
seen this process bring amazing 
results. 

In the long pasture season of 
southern Illinois, this grass mix- 
ture has consistently produced 300 
pounds of beef per acre per year 
with a value of about $70 per acre 
annual income. I have seen sheep 
on this new renovated pasture 
produce $40 per acre income con- 
sistently over a pericd of years. 
This land was a very poor buy 
at $20 an acre until somebody had 
the foresight and courage to put 
a $30 or $40 soil treatment on it. 

Farm credit can be a fascinat- 
ing and exciting game if you 
know what’s going on in farming 
and are right out in front, taking 
advantage of the newest things. 

In the last analysis, isn’t credit 
a wager on the productiveness 
and integrity of people? 

In recent years we have fallen 
into the very bad habit of think- 
ing in terms of the end rather 
than the means. This philosophy 
is essentially communistic or ma- 
terialistic, where people become 
mere cogs in a master plan or a 
gigantic political or economic ma- 
chine. But a lot of people are 
asking again: What’s the use of 
taking short cuts to achieve the 
materialistic end of a five-year 
plan or a 10-vear plan, if you 
corrupt the human material with 
which you are_ working? It 
makes a lot of difference how a 
thing is done, if you are counting 
on people to do it. 

Yes, the land is important, the 
equipment is important and the 
science of farming has great 
value. But if you make a bum 
out of the man who tills the land, 
who runs the machinery and who 
applies the science, you have lost 
everything. The great need of 
our generation is to revive moral 
responsibility and get the indi- 
vidual out in front where he be- 
longs in a democracy. 


Impact on United States 
Of International Situation 


to the effect that he never paid 
old debts and as to new ones, he 
prefers to let them grow old. 

What happened to the economy 
of America, the principal lender 
during the Twenties, when she 
found herself unable or unwill- 
ing to lend any more, is a matter 
of recorded history. Defaults be- 
gan to occur with an alarming 
frequency, and the number of 
foreign debtors who were still 
meeting their contractual com- 
mitments in the early thirties 
were few and far between. 


Current Postwar Conditions 
More Complex 


Conditions after World War II 
were even more complex and ag- 
gravated than they were after the 


1914-1918 holocaust. The manu- 
facturing and productive capacity 
of Europe’s leading industrial na- 
tion was destroyed. Most of the 
Continent had been laid waste. 
The physical damage suffered by 
Britain, France and the Nether- 
lands, was enormous. Japan which 
had risen to power and commer- 
cial and industrial prominence 
after the First World War, lay in 
ruins. The world’s need for goods 
and services was greater than 
ever before, and the sources of 
supply more restricted than ever. 

Just as it was realized a genera- 


to do so, must go to the aid of 
their fortunate neighbors, so after 
the Second World War, it was 
decided that it is impossible for 
any one nation to prosper, while 
chaos is reigning in the land of its 
neighbors. It was hoped that the 
International Bank for Recon- 
struction and Development and 
the International Monetary Fund 
would undertake world recovery 
programs to the distinct advantage 
of all participants. Perhaps these 
agencies would have succeeded, if 
it had not been for the uncom- 
promising behavior of one of the 
victors in the Great War, the 
Union of Socialist Soviet Repub- 
lics. Whether Russia alone is to 
be blamed, is merely of academic 
interest. The fact remains that so 


long as the world remains divided, 
the problems incident upon world 
recovery will not be solved easily, 
if indeed at all. 

Many billions are spent by the 
United States for defense at home 
and abroad—71 cents out of every 
dollar budgeted by America goes 
toward paying for past wars, sup- 
porting the present war, a cold 
one, to be sure, and towards pre- 
venting a new war. Other coun- 
tries, too, are obliged to expend 
large sums for defense, sums far 
in excess of their capacity. Much 
of the funds contributed by the 


tion ago that those in a position United States, must be used non- 


productively, with results similar 
to those experienced in the past. 


Nations find it mecessary or 
convenient to resort to various 
remedies as a cure for the eco- 
nomic ills with which they are 
afflicted. Currency devaluation is 
one of them, because it seems 
relatively easy to employ it, even 
though financial history affords 
abundant proof of its ineffective- 
ness, whether viewed as a tempo- 
rary or a permanent solution. 


The ECA Program 


American aid to the rest of the 
world is being rendered chiefly 
through what is known as ECA, 
the Economic Cooperation Ad- 
ministration, and is confined 
largely to the Western European 
countries, with the Scandinavian 
nations, Greece, Turkey, Indo- 
nesia, Nationalist China, India, 
Pakistan, Burma, Indo-China and 
Korea included. Although this aid 
is presumably economic in nature, 
existing conditions and circum- 
stances render it necessary to give 
serious and careful heed to po- 
litical considerations. Any na- 
tion which is avowedly anti- 
Russian may successfully apply 
for aid. This applies not only to 
Socialist countries such as Eng- 
land and the Scandinavian King- 
doms, but even to Communist 
countries like Yugoslavia and to- 
talitarians like Spain. 

The ECA program is scheduled 
to continue for two more years. 
While American funds are being 
made available under it, the over- 
all economy of the United States 
will remain at a high level. Em- 
ployment will be large. Corporate 
profits will be substantial. Divi- 
dends will be liberal and securi- 
ties prices will reflect these fac- 
tors. While certain branches of 
the nation’s economy may not be 
affected and may, in consequence, 
experience setbacks, the overall 
picture will remain satisfactory. 


In order to benefit from this 
condition, investors will find it to 
their advantage to give serious 
consideration to the so-called Mu- 
tual Funds which, because of their 
diversification and constant su- 
pervision will enable the owners 
to benefit from the satisfactory 
over-all situation, in spite of set- 
backs in isolated cases. 

What will happen to America’s 
economy and to that of the rest 
of the world which has come to 
depend upon the United States 
aid, upon the expiration of ECA, 
is difficult to tell. That those 
who are charged or feel called 
upon to guide the economic des- 
tinies of the nation, are giving 
serious thought to this problem, is 
evident from their efforts on be- 
half of the so-called Point IV 
program which calls for American 
aid to undeveloped and underde- 
veloped areas. 


Deoubtful Implication of Point IV 


It is difficult to conceive of the 
successful implementation of 
Point IV, so long as the world 
remains divided and the peoples 
of the world are in the grip of 
fear over a new catastrophe. How 
can mankind seriously and whole- 
heartedly engage in reconstruc- 
tion or development work on a 
large scale, if the peoples of the 
world are afraid that what they 
build today, may be destroyed to- 
morrow? 


Let us, for purposes of illus- 
tration, take the case of the 
French: They know what war 
means. The last two World Wars 
were fought, partly on French 
soil; so will the next war, in all 
likelihood. The French cannot 
talk about war quite so glibly as 
is unfortunately the case in some 
quarters, restricted, to be sure, but 
most articulate, nonetheless, in 
the United States which escaped 
the physical horrors of battle, in- 
vasion and occupation. 

The following statistics pre- 
pared by the Information Division 





of the French Embassy in the 
United States are illuminating: 


French army casualties, 


killed and missing 200,000 
hn WE on eens 410,000 
French civilians, killed 120,000 
Id., executed by the oc- 

cupying forces ____ 40,000 
Id., died in German 

prison and _ slave 

labor camps _-_-_-_-- 360,000 

Total military and 
civilian casulaties. 1,070,000 


In other words, France lost al- 
most 27 lives out of every thous- 
and of her population—an alarm- 
ing loss which foreign loans and 
grants cannot restore. 


Total physical losses sustained 
by France as a result of World 
War II are estimated by the 
French Embassy in the United 
States at $98,500,000,000, or more 
than $2,400 for each man, woman 
and child in France. Although the 
figure is probably an exaggera- 
tion, because the total national 
wealth of the country was not 
considered materially in excess of 
the above estimate, it is suffici- 
ently large to fill every French- 
man with apprehension over the 
mere hint at a new conflagration. 


One set of figures which should 
discourage most, if not all of us, 
from talking glibly about war, has 
been supplied by General Mar- 
shall. According to the General, 
the “Big Five” suffered losses in 
dead and missing during World 
War II, of well over 10% million. 
These figures do not include the 
vastly larger figures of those 
maimed and wounded. Nor do 
they include countless millions of 
civilians who lost their lives in 
the bloodiest and costliest of all 
wars. 

The losses were distributed as 
follows: 


No. of D-ad Ratio to 
Country and Missin; Population 
United States 205,90: linevery 500 
United Kingdom 305.770 1 in every 150 
0..8, 8. R.-. ~ 7,500,000 25 in every 500 
France : 200.000 1i1 every 200 
Shina ~ 2,200,000 1 in every 200 


Statesmen everywhere, but par- 
ticularly politicians, seem to feel 
that war can be avoided only 
through the expend ‘ture of gigan- 
tic sums of armaments. Peace 
through Power or through Prep- 
aration for War is their motto. 
They remind us of the Latin 
phrase: Si vis pacem, para bellum; 
but they fail to inform us that 
there is not one single instance 
in history to show that elaborate 
preparations for war have averted 
war. 

On the contrary, history is re- 
plete with instances, proving pre- 
cisely the opposite. It should be 
borne in mind that America’s al- 
lies and friends cannot be relied 
upon implicitly. The recent ex- 
perience of a G. I. in Japan bears 
this out: He was approached by 
a Japanese urchin in the streets of 
Tokyo. “Herro” said the little 
Nipponese, “Gimme chungum.” 
The American pushed him as‘de. 
“Okay” said the Japanese, “No 
chungum, No Herro.”’ It is indeed 
true as the Romans put it: 


Doneceris felix multos 
Numerabis amicos. 


Statesmen worthy of the name 
should concentrate on peace. In- 
stead of constantly blaming others 
for the tension, they might to ad- 
vantage re-examine world condi- 
tions with a view to resolving the 
raging controversy. What the 
Chinese say is eminently applic- 
able to the prevailing situation: 
“Do not curse the darkness. Light 
a candle.” 

Let us do this and save man- 
kind from another disaster. 


A. G. Becker Adds 
Clarence Torrey to Staff 


CHICAGO, Ill. — Clarence E. 
Torrey, Jr., is now associated 
with A. G. Becker & Co., 120 South 
La Salle Stret. 

Mr. Torrey was formerly with 
Kebbon, McCormick & Co. 
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Si. Louis Analysts 
Elect New Officers 





Frank X. Keaney Haworth F. Hoch 


ST. LOUIS, Mo.—The St. Louis 
Society of Financial Analysts, at 
their annual meeting on May 38, 
elected the following officers: 


President—Frank X. Keaney. 


Vice-President — Carl L. A. 
Beckers. 


Secretary-Treasurer — Haworth 
Hoch. 


Mr. Keaney is a graduate of 
St. Louis University and has been 
associated with Stifel, Nicolaus & 
Co. since 1937. During the war 
he was a Lieutenant in the U. S. 
Navy. 

Mr. Beckers is an Assistant 
Vice-President of the St. Louis 
Union Trust Co. Mr. Hoch is con 
nected with McCourtney-Breck- 
enridge & Co. © 


Kuhn, Loeb & Go. Offers 
$66,000,000 of Serial 
Bonds of Penna. Go. 


Kuhn, Loeb & Co. headed a 
group of 51 investment bankers. 
which on June 7 offered to the 
public $60,000,000 Pennsylvania 
Co. collateral trust serial bonds, 
to be dated May 1, 1950, and due 
serially in 25 instalments of $2,- 
400:000 each on May 1, 1951-1975, 
inclusive. The bonds are priced te 
yield from 1.75% to 4.50%, ae- 
cording to maturity. The offering 
is subject to authorization by the 
Interstate Commerce Commission, 
The group won award of the issue 
at competitive sale June 6 on @ 
bid of 99 for a combination of in- 
terest rates ranging from 24%% te 
414%4%, representing an interest 
cost to the company of 3.9458%. 


Proceeds from the financing wilh 
be applied in part by Pennsy# 
vania Co., all of the canital stoele 
of which is owned by The Penn- 
sylvania RR. Co., to the purchase 
at par from The Pennsylvania RR. 
Co. of $44,000,000 Pennsylvania 
RR. Co. general mortgage 4%4% 
bonds, series H, to mature April 
1986. The balance of the pro- 
ceeds, together with treasury 
funds, will be ap»lied toward the 
purchase of 200.(00 shares of cap— 
ital stock of the Detroit, Toledo & 
Ironton RR. Co. which has out- 
standing 245,336 shares of stock 
(par $100 a share). The extent 
that the balance or proceeds from 
the financing may not be used te 
purchase D. T. & 1. RR. stock, the 
company will apply such balance 
to the purchase at par from The 
Pennsylvania RR. Co. of addi— 
tional general mortgage 4%% 
bonds, series H. 

The purchase of Pennsylvania 
RR. Co. general mortgage bonds 
will provide The Pennsylvania 
RR. Co. with part of the funds re- 
quired for the payment of its $52,- 
667,800 outstanding convertible 
debentures 3%% bonds due Aprit 
1, 1952, and other maturities. 


With Watling, Lerchen 
(Special to Tue Frnanciat CHRONICLE) 
DETROIT, Mich.—Thomas TF. 
Moldoveanu is with Watling. 
Lerchen & Co., Ford Building, 
members of the New York an@ 
Detroit Stock Exchanges. 
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As We See It 


upon big things from this program. Even the $35 million 
plan must still await appropriations to give it practical 
effect, and even this much was accomplished by the barest 
of majorities. 


However, if one is to take Washington reports at face 
value, Point 1V operations are counted upon in Adminis- 
tration circles as une element in the armor protecting the 
world from communist domination. Cabell Phillips in last 
Sunday’s New York “Times” writes from Washington, 
doubtless with the benefit of close contact with the powers 
that be: “Point IV has an important destiny within the 
framework of this country’s new role of leadership in the 
world. Along with the Marshall Plan, the North Atlantic 
Treaty and the Mutual Defense Assistance Program, it is 
an important weapon in the ‘cold war’ arsenal. 


“Its ambitious purpose is to dry up the sloughs of 
poverty, hunger and illiteracy in the underdeveloped re- 
gions of the world in which communism would have a 
chance to breed. Its technique is to provide technical as- 
sistance and know-how for the development of the human 
and economic resources within these countries and to 
create a situation that will attract the investment of pri- 
vate capital, both native and foreign. 


“In the wake of such developments, it is hoped, will 
come higher standards of living for the people and a new 
element of stability in their political lives. That is the 
hopeful theory of the President’s ‘bold new plan’.” 
















































How Naive! 

For our part, we cannot imagine how any thought- 
ful man can fail to recognize at once the naivete, not to 
say the absurdity, of any such idea as this. We recognize, 
of course, that this statement of the purposes and proposed 
functions of Point IV is not official in any sense. It is 
conceivable that Mr. Phillips is not here giving an accurate 
account of what is in the minds of Administration planners 
and leaders. His statement, however, is quite consistent 
with many other reports and analyses which have come 
out of Washington during the past year-and-a-half. It is 
indeed difficult to see how one can fail to &ecept it as at 
least a rough approximation of much of the official think- 
ing on the subject. 


The infirmities of this type of reasoning, then, are 
of more than academic interest. One of the strangest ele- 
ments in this line of reasoning seems to us to be the 
postulated close association between communism and illit- 
eracy. The world is, of course, threatened with two related 
dangers, communism and its twin socialism on the one 
hand and what may be termed Kremlinism on the other. 
Resistance to the latter is a matter either of lack of 
faith in the former or else of patriotic unwillingness to 
bow the knee to any foreign power. Remove the foolish 
notion that the Kremlin has some secret of human welfare 
and happiness not known or shared elsewhere, and the 
worldwide menace of Kremlinism would virtually vanish 
overnight. 


Communism and Illiteracy 


Now where is the evidence of any close association 
between socialistic or communistic leanings and illiteracy? 
Serious defections toward such notions in the United 
States have either originated or been most effectively 
expounded in quarters where “learning’—as learning is 
defined in this day and time—was far from deficient. 
This is for the most part true even if we confine attention 
to those cases where subversive crime has been proved. 

t is even more conspicuously true if we include the leaders 
. £ many of the New Deal and Fair Deal movements which, 
t» say the least, have very strong socialistic leanings. 

But abroad the situation is still more striking. Social- 
istic Britain is hardly illiterate! France has a large com- 
in unist movement and a large socialistic element—the two 
d .fering more in their attitude toward the Kremlin than 
i. any other way. Who would regard the French as illit- 
« ate, and who could say that both the socialists and the 
communists are unable to count among their numbers 
some of the least illiterate in the land? How about Ger- 
many, and even Italy? There are large and powerful so- 
cialistic movements in a number of other European coun- 
tries with illiteracy rate among the lowest in the world. 
The fact that these peoples do not wish to be ruled tyran- 
nically by the Kremlin does not in the least alter the 


situation in this respect. Nor may it be said that the creep- 
ing danger of socialism (or communism, if one is able to 
divorce communism from Kremlinism) is less real from 
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countries which insist upon their independence than from 
those which do not or are unable to do so. 
The Poor Are Always With Us 


Of course, persistent and widespread poverty and 
hunger are fertile sources of all sorts of unrest and have 


been since the world began. 


It is in such pools that the 


ambitious Kremlin loves to fish. If there were some way 
in which these things could be swept from the earth, the 
task of the troublemaker would be very much more diffi- 
cult without the slightest doubt. That includes Kremlin 
agents as well as the intelligentsia of our own breeding. 
But, how are these things to be abolished overnight even 
in this country, to say nothing of the vast backward areas 
of the world’ Of course, they cannot be. Indeed, they 
can never be banished in the absence of efforts on the 
part of the poverty stricken in a way and a degree no one 


has yet found a way to induce. 


It may or may not be 


good world politics for a short time to try to outpromise 
the Kremlin, and even to bribe judiciously here and there, 
but the effect of such things is not enduring. 


The fact is that Point IV as now approved by Con- 
gress is hardly more than an enlargement or rather an 
addition to activities long practiced with both public and 
private funds. It is not hkely to revolutionize anything— 
and we hope Congress will always insist upon keeping it 


to modest proportions. 


Continued from page 10 


Puerto Rico Government 
And Municipal Financing 


bor, Commissioner of Health, the 
Attorney Generali of Puerco rico, 
the Puerto Rico Planning Board 
and to the Government Develop- 
ment Bank as Fiscal Agent of the 
municipality and financial ad visor 
to the Government of Puerto 
Kico. The repu.:cs of tnese de- 
partments and agencies of tae in- 
sular Government are tnen con- 
sidered by tne Executive Council 
of Puerto Rico, which is composed 
of all heads of departmenis of the 
Insular Governn.ent, headed by 
the Governor of Puerto Rico, and 
unless favorably acted upon by 
the Executive Council, the power 
to issue the proposed debt is non- 
existent. 

Ordinances favorably acted upon 
by the Executive Council are 
referred back to the Government 
Development Bank for Puerto 
Rico and the Bank assumes full 
responsibility for the marketing 
of approved issues. 


On many occasions, the Bank 
has found it desirable from a mar- 
keting standpoint, to provide 
temporary financing either 
through its own resources or 
through local banks with the view 
in mind of providing permanent 
financing at a later date under 
conditions which, in the opinion 
of the Bank, will best serve the 
interests of the People of Puerto 
Rico and its municipalities. 


General fund taxes of the mu- 
nicipalities are levied by an Act 
of the Legislature of Puerto Rico, 
while special taxes are levied by 
authority of the Legislature of 
Puerto Rico (with a controlled 
maximum tax) by the municipal 
Assemblies of Puerto Rico with 
the approval of the Executive 
Council. In this manner, the mu- 
nicipality is protected against the 
evils of over taxation. By virtue 
of the control of the Auditor of 
Puerto Rico over the annual 
budgets of each municipality, mu- 
nicipal credit and operations are 
protected against the dangers of 
insufficient levies. 

All property taxes in Puerto 
Rico, Insular and municipal, for 
whatever purposes are collected 
and disbursed by the Treasurer of 
Puerto Rico under circumstances 
which provide that municipal debt 
service becomes a first lien on tax 
revenues. Through other means 
this primary lien attaches to all 
other revenues of a municipality. 
These methods and procedures 
are a substantial departure from 


practices in the Continental 
United States. The central gov- 
ernment of Puerto Rico regulates 
and controls Municipal Govern- 
1.cult tanancing. 

The benefits of this centralized 
control are apparent to the most 
casual observer. Of primary im- 
portance is the unsullied debt rec- 
ord of these 76 municipalities 
which has been upheld through 
both normal and abnormal eco- 
nomic conditions. The debt struc- 
ture of individual municipalities 
has, as a whole, remained at 
levels which permit sound munic- 
ipal operation and, yet, have pro- 
vided for the extension and im- 
provement of the normal munici- 
pal public works essential to 
sound growth and progress in ac- 
cordance with the economic cir- 
cumstances of each municipality. 


Financing of the Governmental 
Instrumentalities 


Without destroying the auton- 
omy of our Insular authorities and 
instrumentalities the Government 
Development Bank has intraven- 
tion in their financing in a man- 
ner and under conditions which 
prove as beneficial and advanta- 
geous to present and future bond- 
holders as they are to the Govern- 
ment of Puerto Rico and to the 
authorities themselves. In few 
words, the philosophy of the gov- 
ernment is that any necessary ac- 
tion taken in establishing a credit 
relation between its instrumental- 
ities and the bondholder, if bene- 
ficial to the bondholder, is equally 
beneficial to the government and 
it is equally true that any action 
taken by the government in re- 
quiring specific procedures in the 
issuance of revenue securities, to 
protect the moral credit of the 
Insular Government and the credit 
of an instrumentality, is equal- 
ly advantageous to present and 
future holders of revenue securi- 
ties of Puerto Rican emission. 


Under the fiscal agency law 
which appoints the Government 
Development Bank as fiscal agent 
of authorities and instrumental- 
ities of the government, the Bank 
must be provided with all finan- 
cial, economic, engineering and 
other studies made with relation 
to the expansion of facilities and 
the financial requirements there- 
for. The Bank then proceeds to 
make an analysis of the complete 
situation and to determine the 
form of financing applicable to 
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the particular situation and the 
feasibility of such a program. 


The final recommendation of 
the Government Bank is then af- 
forded to the executive director 
of the authority, to its Board of 
Directors and the Office of the 
Governor of Puerto Rico. 


At various times during the fi- 
nancing of these authorities, the 
Government Development Bank 
has come to the conclusion that 
certain proposals did not merit 
consideration for immediate per- 
manent financing because of gen- 
eral market conditions, because of 
the imminence of other govern- 
mental financing which might 
have a tendency to burden we 
market, or because in the judg- 
ment of the Bank it was felt that 
it would be more desirable to 
complete to a major extent pro- 
posed construction projects in or- 
der that eventual permanent fi- 
nancing would be more attractive 
to the general market. In such 
instances the Government Devel- 
opment Bank has provided tem- 
porary financing either through 
its own resources or in combina- 
tion with other banking institu- 
tions. When we consider that the 
total of such temporary financing 
in the past five years has been in 
excess of $30,000,000 it is not dif- 
ficult to evaluate the benefits that 
have accrued to such instrumen- 
talities and to the holders of 
their obligations when compared 
with authorities on the mainland 
which must go to the market 
whenever financial requirements 
are to be met, or slow down or 
stop construction on_ essential 
projects. 

The intervention of the Bank in 
the financing provides an inter- 
mediary between the bondholder 
and the authority whose interests 
cannot help but be identical with 
his own. 


Nat’! City-Lehman Bros. 
Syndicate Wins Award 
Of N. Y. State Bonds 


A National City Bank of New 
York-Lehman Brothers group was 
awarded on June 6, a total of $70,- 
310,000 New York State bonds, 
consisting of $58,310,600 housing 
bonds, due annually on June 15, 
1952-2000, inclusive, and $12,000,- 
000 grade crossing elimination 
bonds, due annually on June 15, 
1951-1970, inclusive. 


The housing bonds were won by 
the group on a bid of 100.0608 for 
a combination of 4% and 1%% 
bonds, or an interest cost of 
1.843% to the State. The success- 
ful bid for the grade crossing 
bonds was 100 for a combination 
of 4%, 14%% and 144% bonds, or 
an interest cost of 1.4214%. 

The group is reoffering the 
134% housing bonds at prices 
scaled to yield from 1.35% to a 
dollar price of 8934, according to 
maturity. The 4% housing bonds 
are not being reoffered publicly- 

The grade crossing bonds are 
being reoffered at prices yielding 
from .70% to about 1.56%, accord- 
ing to maturity. 

Besides the National City Bank 
and Lehman Brothers, the under- 
writing group includes, among 
others, the following: First Na- 
tional Bank, New York: Bankers 
Trust Company; J. P. Morgan & 
Co. Incorporated; The First Bos- 
ton Corporation; Smith, Barney & 
Co.; Harriman Ripley & Co. In- 
corporated; Halsey, Stuart & Co. 
Inc.; Phelps, Fenn & Co.; Glore, 
Forgan & Co.; Lazard Freres & 
Co.; Goldman, Sachs & Co.; Union 
Securities Corporation; Drexel & 
Co.; Continental Illinois National 


Bank and Trust Company of Chi- 
cago; The First National Bank of 
Portland, Oregen; Eastman, Dil- 
lon & Co.; Merrill Lynch, Pierce, 
Fenner & Beane and Lee Higgin- 
son Corporation. 
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Pink Promises for Pale People - 


tributed in any small way to this 
horrendous development of the 
simple, humane and ancient doc- 
train that each of us is to some 
extent his brother’s keeper, I must 
express my deep regret for such 
a sinning. I am inclined to follow 
the example of the humble Negro 
who was accued of a petty crime 
and, refusing any legal advice, told 
the Court: “I plead guil.y and 
waive a hearing.” The puzzled 
judge said: “What do you mean, 
when you plead guilty and waive 
a nearing:’ To which, the ac- 
cused answered: “I says, I done it 
and I don’t want to hear no more 
about it.” 

Perhaps it is worth while to dis- 
cuss briefly a few more examples 
of laws incended to enforce social 
responsibility. 

We have laws fixing minimum 
wages and maximum hours and 
overtime wages, which in effect 
regulate all wages and hours and 
which, incidentally, forbid the 
employment of a great many men 
and women who might otherwise 
be employed. The power of the 
national government is expressly 
limited by the Constitution to the 
regulation of interstate commerce, 
but a window washer in an office 
building has been held subject to 
the national Wage-Hour Law, be- 
cause his local work is assumed 
to “affect” interstate commerce. 


We have national taxes now 
levied to compel employers or 
employees to pay insurance pre- 
miums for old age pensions into 
the United States Treasury; and 
these premiums are then spent by 
the government to pay current 
expenses. If a private insurance 
company spent its trust funds that 
way, it would be guilty of a crime. 
Of course eventually new taxes 
must be levied to pay again for 
pensions already paid for. 


Every year there are demands 
for more social insurance taxes to 
increase the promised payments 
and to cover in mere persons, thus 
adding to the taxpayer’s load and 
to the number of persons de- 
pending on the government. 


The FEPC Bill 


There is now underconsidera- 
tion in the Congress a proposed 
law to establish a so-called Fair 
Employment Practice Commission 
and to endow it with power to 
compel employers to employ and 
to promote persons whom they do 
not wish to employ or promote, if, 
despite an employer’s denial, the 
Commission believes that he has 
refused to hire or promote a per- 
son because of his race, color or 
religion. Thus it is proposed that 
employers must employ and em- 
ployees must work with persons 
with whom they do not wish to 
associate. This comes closer to 
enforcing involuntary servitude 
on employers and employees than 
any law ever seriously considered 
since the Thirteenth Amendment 
was written into the Constitution. 

As an effort at “thought con- 
trol” this proposed law is quite 
worthy of the enthusiastic sup- 
port which it is receiving from 
all communists. But it is quite 
unworthy of any support by gen- 


uine liberals or by anyone who 
believes in. or is sworn to sup- 
port, the Constitution of the 
United States, wherein Congress 
is denied any power to enact such 


a law by the First, the Fifth, the 
Ninth and Tenth Amendments, as 
well as by the Thirteenth. 

The American people are being 
constantly assured that our pater- 
nal government not only is going 
to make us good and unselfish by 
law, but it is also going to make 


us rich. This assurance is a po- 
litical necessity because our so- 
cializing government is a very 


expensive one and even starry- 
eyed Fair Dealers are wondering 
how they are going to pay their 


v 


bills. Ten years ago in peacetime 
Federal taxes took away only 
1/14th of our income; today in 
peacetime Federal taxes take 
more than \%th. At this rate of 
increase, with projects of guar- 
anteed income and “social se- 
curity for everyone” well under 
way, the prospect is not remote 
or fanciful that the national gov- 
ernment will soon be taxing half 
of our income away from us. After 
“liberal” politicians have provided 
this “liberal” spending power for 
a “liberal’’ government, then we 
are assured that only a few mil- 
lion liberally paid political em- 
ployees will be able to take care 
of the rest of us as wards of the 
government—in the same gener- 
ous way as we now take care of 
the Indians. 


“Deficit Financing” 

In addition to direct taxes, of 
course, the miracle of “deficit 
financing,” to make more money, 
is relied upon by the harlequin 
economists who infest government 
offices. This is a modern fancy 
description of an old, old confi- 
dence game. You borrow money 
and spend it for current expenses 
and then, out of their own 
money, yOu pay interest to your 
creditors so that you can keep on 
borrowing money. Read the story 
of the Mississippi Bubble that 
burst in 1720 in France. Read the 
story of Ponzi, the American 
financial crook, or of Krueger, the 
Swedish swindler. Read Garet 
Garrett’s book on “A Bubble that 
Broke the World,” explaining how 
the United States floundered into 
the Great Depression, lending 
money so that other people could 
buy our products and pay for 
them with our own money. “Defi- 
cit financing” is just another ae- 
vice in this old game of frenzied 
finance. You tax yourself rich. 

By using money taxed as well 
as borrowed from you, your gov- 
ernment can buy your products at 
artificially increased prices, in- 
flate your income and then you 
can pay increased taxes. Thus over 
and over again your government 
makes and spends more dollars 
for you than you could make and 
spend for yourself. It is a won- 
derful scheme—if you don’t un- 
derstand it—if you don’t under- 
stand that a financial bubble must 
burst sometime, and that when 
this one blows up, like an atomic 
bomb, it will make a wonderful 
explosion. 


The President on Jan. 4 of this 
year told the Congress about the 
State of the Union, not as of to- 
day, but as of 50 years from now. 
Peering into the future with 
supertelescopic vision he told us 
that in A.D. 2,000 national pro- 
duction would be about One Tril- 
lion Dollars and “the real income 
of the average family would pe 
about three times what it is to- 
day.” 

He didn’t explain that we have 
doubled our national income and 
our individual average income in 
dollars in recent years by the 
simple process of calling fifty 
cents a dollar. He didn’t explain 
that if we keep on raising wages, 
raising prices, raising taxes, in- 
creasing our debts, spending more 
than we make, and rapidly de- 
valuating the dollar, we can raise 
our national income to a Trillion 
Dollars long before A.D. 2,000. We 
may even get as dollar rich as the 
Germans were ffi~1923 when it 
cost a million marks to buy a 
package of cigarettes. With fifty 
cent dollars today and ten cent 
dollars tomorrowfast think how 
rich we are going to be! 

The medical profeggsion is now 
facing the preliminary campaign 
to socialize the practice of medi- 
cine. In this way the doctors are 
to make moré™money and the 
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patients are to get more treat- 
ments at lower prices. It’s just 


like the Brannan plan for agri- 


culture—more money for farmers 
and lower prices for consumers. 
It’s the miracle of the loaves and 
fishes with only one flaw: Every- 
body will pay more taxes. But 
that will be easy because we will 
all have more “income.” There 
we go! Off on the same old merry- 
go-round again! 

It would probably bore you 
and not enlighten you for me to 
discuss the pending bills, which 
are of course only the opening 
wedge for the later enactment of 
more and stricter regulatory laws. 
You will recall that all exercises 
of new Federal authority begin 
modestly so as not to terrify the 
eventual victims into violent op- 
position until they have been 
weakened and indoctrinated for 
complete submission. Who would 
have voted for the Income Tax 
Amendment in 1913 if he had 
expected that in 25 years Federal 
income taxes would take away 
from 20% to 89% of a man’s in- 
come? 


Proposed Federal Health 
Insurance 


In a matter of such vital in- 
terest to your profession you are 
presumably much better informed 
than 1 am of the merits or de- 
merits of the proposed Federal 
health insurance, and of the wis- 
dom, preferability and workabil- 
ity of many aiternative programs 
of private insurance. You also 
know more than I about the ex- 
tent and value of the services you 
are rendering to paying and to 
non-paying patients and to the 
public health. 

What I can contrbute to your 
discussions is however a lawyer’s 
analysis:\of the socialization of 
other private enterprises by the 
national government, which has 
been proceeding with amazing 
speed in recent years. You may 
have heard that the national gov- 
ernment has only the powers deti- 
nitely delegated to it by the Con- 
stitution, all of which are definite- 
ly limited by many denials of 
political power carefully written 
in the Constitution. You may have 
assumed that, even if the national 
government enters upon the field 
of regulating the practice of 
medicine, it will have no power 
to control effectively the services 


of a physician to his private 
patients, or to compel him to 
submit his judgment, the em- 


ployment of his time and the 
determination of his compensa- 
tion, to the regulatory power of 
a Federal bureaucracy. It is pos- 
sible that some of your legal ad- 
visers still believe that judicial 
protection of your long accepted 
rights and liberties would nullify 
any extremely vicious legislation. 

To the older members of the 
profession I would say that you 


may be permitted to round out 
your lives free from _ political 
servitude. But to all others I 


would say that, unless you join in 
vigorous opposition to the tyranny 
of the so-called “national welfare 
state” which is expanding rapidly 
over more and more fields once 
preserved for private enterprise, 
if you do not play your part in 
saving our free economy from 
political destruction, you will find 
yourselves, long before retire- 
ment, fighting a desperate and 
lonely battle in g lost war for in- 
dividual liberty. 

A recent President of the 
American Medical Association, 
who was a college classmate of 
mine, met tre in a Chicago club 
somé years ago and pleasantly in- 
quired: “Have you got any sense 
now?” I realized that my Wash- 
ington reputation as a persistently 
conservative member of the New 
Deal family had not spread to my 
home town. Hence, when, relieved 
of official obligations, I had begun 
to criticize publicly further pater- 
nalistic extensions of Federal 


power, many of my old friends 
thought I had experienced a sud- 
den conversion to the old Ameri- 
can faith in a free government and 
a free economy, which had al- 
ways been my political religion. 
So, I smiled at Doctor Irons and 
simply said: “I hope so.” 

Tonight I am going to quote the 
candid words of this old friend 
and say to doctors who are be- 
ginning to see and feel the chill 
shadows of a political tyranny 
creeping toward them: “Have you 
got any sense now?” If you have, 
yu will not merely gird your 
loins for a struggle to preserve 
the freedom, the integrity and the 
personal responsibility of mem- 
bers of your honored profession. 
You will turn away from all the 
false preaching of those who 
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would impose on you more and 
more “social responsibilities’ as 
servants of the state—or in plain 
words as servants of the political 
rulers of the state. 

You will stand upon your God- 
given right to accept and to ful- 
fill as much personal responsibil- 
ity for the welfare of others as 
lies within your powers. You will 
refuse to accept social responsi- 
bilities devised and forced upon 
you by the commissars of national 
socialism, cleverly disguised as 
the evengelists of the welfare 
state. You will join forces with 
all men everywhere who are ready 
and willing to fight for the right 
of free men to plan their own 
work, to live their own lives, and 
to serve no masters except their 
conscience and their God. 





Arthur F. Burns, research Director of National Bureau of 

Economic Research, in describing characteristics of business 

fluctuations, holds crucial problem is prevention of severe 
depressions. 


A business recession starts while 
aggregate economic activity is still 
starts 
is stili 


expanding, and recovery 
while aggregate activity 
contracting, 
states the 
Thirtieth An- 
ual Report of 
the National 
Bureau of 
Economic Re- 
search, just 
issued. The 
report, “New 
Facts on Busi- 
ness Cycles,” 
is by Arthur 
F. Burns, Di- 
rector of Re- 
search of the 
National Bu- 
reau. 

Dr. Burns, summarizing some of 
the recent results of the National 
Bureau’s investigation of business 
cycles, points out that although 
nearly all statistical series on va- 
rious types of economic activity 
show continuous cyclical fluctua- 
tion, their movements have not 
had the same timing. “Practically 
every month some series attain 
peaks while others reach troughs. 
Expansions have run side by side 
with contractions all the time.” 
Yet the turning points of the 
specific series tend to be bunched. 

When a downturn in general 
business occurs, the shift is usually 
shown first in investment orders, 
later in production, and a little 
later still in income payments, the 
National Bureau finds. 





Dr. Arthur F. Burns 


Characteristic Sequence in Cycles 


Among the specific series that 
tend to lead the general tides of 
economic activity are construction 
contracts or permits, stock prices 
and stock transactions, security 
issues, business incorporations, 
hours worked per week, and lia- 
bilities of business failures, on an 
inverted basis. 

Series that end to move simul- 
taneously with the tides are pro- 
duction, employment, commodity 
prices, imports, and business 
profits. 

Among the laggards are income 


payments, wages, interest rates, 
retail sales, and business inven- 
tories. No single series can be 


counted on to act in the same way 
in every cycle, but when groups 
of them are observed, some regu- 
larity appears. 

These facts aid understanding 
of the nature and development of 
the cycle. It is significant, for ex- 
ample, that new investment deci- 
sions characteristically lead other 
changes. The usual sequence may 
also assist attempts to forecast. 


Two Cycles—One Seen, the Other 
Unseen 


The common records of general 
business activity show recognized 
cycles of expansion and contrac- 





tion. But within these large ag- 
gregates. the National Bureau 
finds, there is another cycle which 
may be traced by observing the 
proportion of the specific activi- 
ties which are rising at any given 
time relative to those which are 
falling. T is “urseen” cycle moves 
in the same direction as the seen 
one in the early stages of a gen- 
eral expansion or contraction, and 
in the opposite direction during 
the later siages. 

“Perhaps six months or a year 
before the aggregate reaches a 
trough, the proportion of the con- 
tracting activities is already at a 
maximum.” writes Dr. Burns. 
“Thereafter the majority of con- 
tracting activities dwindles, while 
the minority of expanding activi- 
ties becomes ever stronger and 
before long becomes the ruling 
majority.” This phenomenon is 
found in various types of eco- 
nomic aggregates, among them the 
aggregate profits of individual 
business firms. 


Business Cycle Not Yet Conquered 


“For the present, obituaries on 
the business cycle are romantic 
expressiors of human impatience, 
not records of solid achievement,” 
Dr. Burns thinks. The recession 
of early 1949 would probably have 
gone deeper, he believes, if the 
automobile and housing industries 
had not faced abnormally large 
demand. 


The really serious threat comes, 
not from mild or brief contrac- 
tions, to which our society can 
readily make economic or political 
adjustments. “The crucial problem 
of our time is the prevention of 
severe depressions,” states Dr. 
Burns, citing the 1870's, 1890’s and 
1930's. 

Insight into this problem is be- 
ing gained by the research of the 
National Bureau. It confirms the 
general impression that the ex- 
cesses of speculation in the late 
1920’s, not only in the stock mar- 
ket but in urban mortgage lending 
and in foreign bonds, contributed 
to the severity of the ensuing 
slump. 

Other influences tending to pro- 
long depression may arise during 
its course. Comparative study of 
mild and deep depressions is one 
of the items on the program of the 
National Bureau. Among the im- 
portant factors under analysis are 


inventory changes, agricultural 
prices and production, the be- 
havior of wages, and monetary 
changes. 


With Goodbody Staff 
(Special to Tue FINnaNnctaL CHRONICLE) 
DETROIT, Mich. — Russell A, 
Thomson is with Goodbody & Co., 
Penobscot Building. He was pre- 
viously with C. G. McDonald & 
Company. 
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Continued from page 5 


How to Expand 


Common 


Stock Investments 


him to invest his money in the 
companies that you manage?” 

A iew figures may teil us a 
great deal about tne availability 
of money in the hands of private 
individuals which could, theoreti- 
cally at least, be channeleo into 
investment. Back in the 20’s, even 
fhough reinvested earnings had 
become an important source of 
company capital, it was still com- 
paratively easy for the company 
io raise new capital by the svle 
of common stock. 


Shift in Common Stock Investors 


The easiest place in those days 
io sell common stock was to the 
well-to-do. In 1929 there were 
close to 39,000 people who had in- 
comes of more than $50,000 a year 
and they retained 86% of their 
earnings after taxes. These 
wealthy individuals could, and 
did, buy enormous amounts of 
mew common stock each year. In 
3945, however, while the total 
number of people making $50,006 
er above had risen to 42,750, a 
@ain of 11%, after taxes this 
larger group retained only 44% 
of their gross with which to main- 
tain their living standard and to 
use for investment. This substan- 
tial shrinkage in funds available 
each year to the _ well-to-do 
knocked a tremendous hole in the 
market for new security issues. 

An obvious solution, of course, 
is lower taxes so money will be 
available for investment. How- 
ever, if we try to base a total solu- 
tion of equity capital on the as- 
sumption of a substantial change 
in the tax structure, we are de- 
Juding ourselves. So long #s we 
are engaged in the cold war, 
faxes are going to remain high. 
50 long as our government is dedi- 
cated to the welfare state idea, 
whether you and I like it or not, 
taxes are not going down. 

The whole business philosophy 
ef my firm is based on the fact 
that we are living in a changing 
and evolving society; a society 
that is fundamentally different in 
terms of its economic and social 
Structure from that which faced 
eur fathers and grandfathers, or 
even faced us in our younger 
days. We base our expectation of 
growth and survival on our ability 
to adapt ourselves to the changes 
and to make ourselves economi- 
cally useful in the day in which 
we live. 

A revolution has been taking 
place within the American econ- 
@my in recent decades. This is 
equally true in the investment 
field. 

What are some of these revolu- 
tionary things that effect equity 
capital? For one thing, disposable 
personal income in America has 
risen from some $82.5 billion in 
1929 to more than $191.2 billion 
in 1949. We find that personal 
liquid savings—cash, government 
bonds, building and loan shares— 
have risen from $47.2 billion in 
1929 to more than $163 billion in 
1948. Gross personal savings to- 
day are running at a rate of some 
$11.8 billion a year compared with 
_ only $3.7 billion in 1929. 

Now let us see what this meas 
in terms of raising new capital for 
business. The obvious answer, of 
course, is that there are savings 
available which could be used for 
investment that are 20 times as 
Jarge as the money actually raised 
by the sale of common stock last 
year. In fact, there is more money 
available for investment today, in 
terms of the size and wealth of 
our country, than there ever has 
Been in the history of America. 

The money is there, but it is 
distributed in a vastly different 
way than a generation ago. Then 
it was found in great fortunes. 


distributed among a relatively 
smail proportion of our people. 
‘oday it is held in the hands of 
millions (you and your neignbor; 
the foremen in your plant; the 
milkman wao stops by your door 
eaca cay). 

“But they are not investors,” 
you may be saying to yourself. 
No, most of them are not, but 
our chance, your caance and mine, 
of surviving as independent busi- 
nessmen in a free economy de- 
pends upon making them inves- 
tors. 


America Needs More Stockholders 


Industry needs equity money. 
But, vastly more important is the 
fact that America needs these 
people as active participants in 
our economic life. America is the 
greatest capitalistic nation the 
would has ever known, but it is 
my personal opinion that we are 
suffering today from an acute 
shortage of capitalists. I don’t see 
how we can expect to maintain a 
free, democratic, political and 
economic order unless there is a 
substantial and steady growth in 
the proportion of people who own 
a share in industry. 

When America was primarily 
an agricultural country and our 
economy was dependent upon 
agriculture, when owning land 
meant owning a share of produc- 
tion, then property was tie 
foundation upon which a free 
economy tunctioned. Today we 
no longer live in an agricultural 
society. Lani ownership does not 
give our economic structure the 
Stability it needs. Now we have 
an industrial society. To have a 
healthy country, more _ people 
must own a bigger shaie of in- 
dustry. 

We are beginning to make some 
real progress, halting as it may be. 
We are widening the base of own- 
ership of inaustry. The theory 
advanced by Ferdinand Lundberg 
that 60 families ran America to 
far from the truth today. We 
know today there are at least 
six million families who own 
common stock in American in- 
dustry. However, there are more 
than 50,000,000 families in this 
country, so security owners are 
still in the minority. 


Problem a Deuble-Barrelled One 


The equity capital problem is 
really a double-barrelled one. It 
is first, of course, the raising of 
money needed by business and, 
secondly, the problem of gaining 
more participants in business. Tne 
vast majority of American indus- 
try hasn’t yet begun to see its 
responsibility toward spreading 
business ownership. Thus far, the 
share-the-wealth programs have 
all been of political origin. I be- 
lieve in sharing the wealth by 
making every American a direct 
personal participant in business 
ownership and then I believe he 
should be dignified with all of 
the rights and privileges to which 
the ownership entitles hin. I 
think this is business’ number one 
responsibility—our responsibility. 

We all know, that our standard 
of living is the highest in the 
world. Factory workers, at least 
in progressive companies, have 
been told over and over again 
how much better they live under 
capitalism than the factory work- 
ers in socialist and communist 
states. Unfortunately,’ however, 
they are almost always placed in 
the position of being a gratuitous 
beneficiary. 

The best way to win a man to 
your side is to make him a par- 
ticipant. That is the major reason 
why your personnel programs 
today are designed to make every 
workman feel he is responsible 


for the end product. He is put on 
a special proauction improvement 
committee; suggestion plans are 
organized and all the devices oi 
tne industrial psychologist are 
used 10 tap his original thinking 
and to give him a teeling of one- 
ness with management. 

At the shop level this has been 
successful, but this same _ basic 
psychology has been slow in de- 
veloping in the broader realm of 
ownersnip. Profit sharing plans, 
bonuses and adequate wages, as 
usetul as they may be, do not hit 
at the nub of the problem. They 
leave the man in tne plant in his 
unapalatabie role of beneficiary 
ot someone else’s generosity. 


Study Psychology of Investors 

I think we can do more than 
has been done to convert the tens 
of millions of American -savers 
into investors. 

My firm has been trying to 
study the psychology of investors. 
We know our information is still 
pretty rudimentary, but there are 
a few things we have discovered. 

The most universal reason why 
people do not buy common stocks 
is simply ignorance. The other 
major reason why people do not 
invest in common stocks is fear, 
generally expressed by the phrase, 
“They’re too risky.” 

We have been attempting to 
combat this first cause—ignorance, 
and have concentrated our main 
attack on this phere. 

Many people who claim to fear 
the riskiness of stock investment 
fear it, not from knowledge, but 
from ignorance. We believe this 
is the field in which the greatest 
progress can be made in the short- 
est time. Quite frankly, we have 
been amazed at the tremendous 
latent interest which we have dis- 
covered. 


For example, we publisned a 
full-page advertisement of 8,000 
words under a headline, “What 
Everybody Ought to Know About 
this Stock and Bond Business.” 
We had misgivings about such an 
ad because, in the first place, we 
weren't too sure. many people 
were interested in the subject. In 
the second place, we were afraid 
that if there was any interest, it 
wasn't great enough to cause 
readers to stay with an ad through 
8,000 words of fine print. But 
readership surveys showed a sur- 
prising number of newspaper 
readers read the ad. A single line 
buried in it offered reprints. To 
date, we have had more than 
200,000 requests for reprints. 


Another indication of latent in- 
terest came when our San Fran- 
cisco partner decided he would or- 
ganize a class for women who 
wanted to learn about invest- 
ments. He placed a small ad in 
the newspapers and told the re- 
porters about the idea. For the 
first meeting 550 women were in 
attendance. He had to conduct a 
repeat course to handle 1,200 other 
women. When the lecture series 
was extended to our other offices. 
more than 38,000 women attended. 


I want to emphasize these evi- 
dences of interest, where no in- 
terest was supposed to exist, came 
before the recent increase in stock 
market activity. They are not a 
flash in the pan. Rather they indi- 
cate the depth and breadth of in- 
terest in this subject of invest- 
ments. 


If we do not make a concerted 
effort to develop new investors, 
what are the alternatives? Critics 
of our free economic order see the 
way finance is trending. Immedi- 
ately they come to the conclusion 
that free capital markets are no 
longer necessary. They point to 
the enormous amount of retained 
earnings and conclude that busi- 
ness is able to generate internally 
the capital it needs, or at least is 
abel to do the job, with the help 
of government and the institu- 
tional buyer. 


Corporate management should 
study the implications of this 
trend and take serious note of the 
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arguments and the weapons it puts 
in.vo tne hands of the critics of 
our private Ownership system. 


Effect of Stock Prices 


I realize until recently stock 
market prices nave been so low in 
the eyes of management that 
many corporations have refused, 
point blank, to consider common 
stock flotations. Thus, when mon- 
ey is needed for capital expendi- 
tures, the artiticialiy low interest 
rates and the ease with wnich fi- 
nancing can be secured through 
insurance companies has been a 
tremendous temptation to increase 
debt. 

Recognizing these forces does 
not give us a solution to the prob- 
lem. It does not solve the prob- 
lem in any way except to admit 
tnat we are going to largely 
abandon traditional methods ot fi- 
nance and to adopt in their stead 
a self-contained type of business 
structure that runs the serious 
aqanger of becoming separated 
from the great mass of private 
investors. 

There is one thing that is often 
forgotten in considering this 
equity capital problem and that 
is the fact that management has 
to ask investors for money before 
it is to be torthcoming. Tie re- 
quest must be on a realistic basis. 
When General Motors is seliing at 
$87 and earning a rate of better 
than $19 a year and yielding more 
than 9%, no one should expect to 
sell his own common stock at ten 
times earnings when General Mo- 
tors is selling at about five times 
its current annual earnings. I 
have personally had the experi- 
ence a number of times of seeing 
management refuse to undertake 
a stock issue because it could not 
be offered at some preconceived 
figure that bore no relations what- 
ever to curreat market conditions. 
The disillusioned corporate exec- 
utive complained there was a 
shortage of equity capital. The 
real difficulty was not a shortage 
of capital, but a refusai to sell at 
a price that was competitive with 
otner investment opportunities 
open to the prospective buyer. 

There are some factors develop- 
ing today that may help in ex- 
panding the base of industry own- 
ership. Prices of many stocks 
have risen from their levels of a 
year or more ago. The institu- 
tional investors, who traditionally 
have confined their purchases to 
the highest grade bonds or pre- 
ferred stocks are now finding it 
desirable to buy equities both to 
raise earning power and as a 
means of providing some hedge, 
however inefficient it may be, 
against a constantly depreciating 
dollar. Moves also are afoot in 
half a dozen states to liberalize 
the regulations governing the in- 
vestment of life insurance funds. 
And, here in New York, as you 
probably know, the first of next 
month a new law goes into effect 
permitting trustees to invest up 
to 35% of their funds in common 
stocks. 

Pension funds and charitable 
trusts are finding it desirable and 
necessary to add common stocks 
to their portfolios. This increasing 
demand for common stocks from 
this type of investor may help to 
stabilize prices of common stocks. 

I don’t want you to interpret 
my remarks as a prediction that 
stock prices are going to keep on 
rising. Frankly, I don’t think the 
problem is primarily one of prices, 
but rather the relations between 
stock prices and the price of other 
goods and services. Stock prices 
were terribly deflated during 
much of the early postwar period, 
but probably we have not seen 
the worst of this disparity. 


Building Up Ferces te Increase 
Common Stock Buying 


I have no easy solution for the 
dilemma we face. I do feel, how- 
ever, that there are forces being 
generated which, if exploited to 
the fullest, may help work toward 
a revival of our capital markets 
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and a steady growth of the inves- 
tor base. If it 1s correct tnat these 
forces which tend to increase the 
use of the capital markets are 
building up, is there anytuiiug we 
can do to nelp the trend iiong? 
I believe so. Tnere is a great deal 
all of us acn do to popuiarize the 
iaea of stock ownership. 

Corporate management can be- 
gin at home to heip increase the 
number of investors. In 1941, 
James Burnham wrote a book en- 
titled, “Tne Managerial Revolu- 
tion’ in whica he made much of 
the growing separation between 
the legal ownership of a business 
by its common stockholders on 
the one inand, and, on the other 
hand, the control exercised by 
professional managers, Much was 
made of the gulf which existed 
between the professional manager 
and the common run-of-the-mill 
stockholder. He predicted that the 
gult would widen until we finally 
reached the stage in which the 
common stockholder would, for 
all practical purposes, be disfran- 
chised. 

I see no evidence that Mr. Burn- 
ham’s “Revolution” is in fact on 
the way. I do feel strongly that it 
is one of the obligations of man- 
agement to identify its interests 
with that of the common stock- 
Lolder. The only way of doing 
this effectively is for management 
itself to cast its fortune with the 
common stockholder. 

To try to get some glimpse of 
just what the situation is today, 
we took a random sampling of 
stock exchange companies. About 
a fifth of the officers of these 30- 
odd listed companies didnt own 
one single share of stock in the 
companies for which they worked. 
In one listed company, the seven 
top executives held a grand total 
of 20 shares of stock in their com- 
pany. And in several of the com- 
panies the total market value of 
all of the stock held by all of the 
officers was less than the presi- 
cent’s annual salary. 

I submit that the trouble with 
the equity market, as far as these 
corporations are concerned, begins 
with the individuals who com- 
prise their management. No cor- 
porate officer should become exer- 
cised by the la¢ék of investor in- 
terest in his company or the dif- 
ficulty of raising new money 
when he doesn't invest in his own 
company’s common stock. 

There is no advertising device 
that has been found to be more 
effective than the personal en- 
dorsement. “Pee-Wee Reese eats 
Wheaties.” The implication is, 
you can be a great ball player 
also, if you eat Wheaties. What 
more powerful negative selling 
argument can you imagine thai: 
“John Jones, president of univer- 
sal motors, won’t buy universal 
motors common.” That would be 
the old endorsement in complete 
reverse. 


Getting Management to Own 
Shares 


Hence, in a number of corpora- 
tions. one of the first steps in a 
solution of the equity stock proo- 
lem must be taken right at the 
top executive level. I know of no 
better way to assure identity of 
interests between management 
and stockholders than the assur- 
ance that the managers are stock- 
holders. Furthermore, manage- 
ment, to me, is not just the Presi- 
dent and Chairman of the Board. 
Management is all responsivle 
executive personnel, 

High personal income taxes 
have encouraged many companies 
to give management incentive 
bonuses in the form of stock op- 
tions. Certainly this is one device 
for encouraging management to 
acquire stock. If it keeps good 
managers on the payrolls and 
helps to identify their interests 
with these of the run-of-the-mill 
stockholders, such options are ali 
to the good. 


But, as a device to merely ob- 
tain long-term capital gains for 
income tax purposes, the options 
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In tact, devices of this type be- 
come the basis for much employee 
and svockholder resentment, and 
rightfully so. 

Management can and should 
contribute part of its talents and 
part of its public relations re- 
sources to teaching the financial 
facts of life to its own employees. 
When I say “financial tacts of 
life” 1 mean exactly that, not sell- 
ing company stock through a 
high-powered sales campaign. We 
had enough of that in the 20’s and 
corporate management lived to 
rue the day they sold company 
stock to trusting employees at in- 
flated prices. 

The principles of sound .per- 
sonal financial management, how- 
ever, are of real interest to your 
foremen, your supervisors, and 
your junior executive personnel. 
If they are given an _ oppor- 
tunity to learn what the invest- 
ment process is—its dangers as 
well as its benefits—great numbers 
of them will be willing to assume 
the risks that equity investment 
implies. Our failures in the past 
had their genesis in the fact that 
risk was never explained. 


Americans Still Willing to Take 
Risks 

With all the talk today about 
security, many people seem to 
believe that Americans are no 
longer willing to take risks. My 
experience doesn’t bear this out. 
Americans are still willing to take 
a risk if they know what the risk 
is and what the rewards may be. 
‘The job of educating the man-in- 
the-street in the principles of in- 
vestment has been considered by 
a large segment of business man- 
agement to be the sole responsi- 
bility of the investment banker. 
Well, I must tell you quite frankly 
that we in the investment bank- 
ing industry aren't up to the task. 
There are not enough of us. We 
do not have contact with enough 
people, nor do we have the funds 
available to carry the story alone. 
We need your help to get this job 
done. Business has every bit as 
large a stake in this problem as 
we do. 

Business management and the 
investment bankers are both 
working, and will have to work, 
under tremendous handicaps iin- 
posed on us by the present tax 
structure, It is our duty to con- 
tribute what we can to the solu- 
tion of the equity capital problem 
without waiting On anyone else to 
help us. A vigirous and constantly 
expanding equity market is a pre- 
requisite for a free, democratic 
capitalism. 

I think all of us in the conduct 
of our own private affairs should 
test every action we take against 
this vardstick: “Will this action 
contribute to the strengthening of 
capitalism in America?” If we do 
this, sometimes we may find our 
short-term personal or corporate 
interests may run counter to what 
are the best long-run interests of 
our free enterprise economy. But it 
is the heart of business statesman- 
ship to avoid missing the forest 
for the trees. 


It is the place of business states- 
manship, in a capitalistic econ- 
omy, to see that every incentive is 
offered to keep the flow of capital 
large and free. This I think we 
can do if we all become capitalis- 
tic ourselves. 


Barret, Fitch Adds 


KANSAS CITY, Mo. — Joseph 
M. Luby has become associated 
with Barrett, Fitch & Co., Inc., 
1004 Baltimore Avenue, in their 
municipal department. Mr. Luby 
has had several years’ experience 
in Kansas City in the municipal 
bond buying field. 

The firm also announces the 
association with them of George 
Hedrick as Eastern Kansas resi- 
dent representative, located in 
Lawrence, Kans., and M. Bradley 
Light as resident representative in 
Winfield, Kan. 
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have far less to recommend them. Continued from page 5 


The State of Trade and Industry 


made last year in either France or Germany. It is just about half 
of Russia’s 1949 production. 

The passage of the freight absorption bill by a 43-27 vote in 
the Senate last Friday was encouraging to industry. If the Presi- 
dent signs it, as he once indicated he would, it should go a long 
way toward clearing up the controversial pricing muddle. It 
would not clear the way for a return to the basing point method 
of selling as has been erroneously supposed. It simply means 
that companies would be permitted to absorb freight, if they 
wished, to meet competition—provided there is no collusion. This 
would benefit small firms because steel companies are certain to 
absorb some freight, depending on the competitive angle and the 
individual circumstance. 

The scrap market is wilder than a March hare with prices 
soaring to levels undreamed of a mere few weeks ago. Big in- 
creases in the price of No. 1 heavy melting steel at major con- 
suming centres caused “The Iron Age” steel scrap composite price 
to shoot up $3.67 a ton to $40.92 a gross ton rivaling the top price 
obtained during the circus market of 1948. 

The wild advance of scrap prices is playing havoc with steel- 
making costs and as a result premium prices for steel are recur- 
ring with increasing frequency. 

Steelmaking operations this week are again scheduled above 
100% of rated capacity, but concludes “The Iron Age,” this torrid 
pace can’t be maintained through the hot weather and vacation 
periods this summer. 

The American Iron and Steel Institute announced this week 
that the operating rate of stee] companies having 94% of the steel- 
making capacity for the entire industry will be 101.3% of capacity 
for the week beginning June 5, 1950. This is 0.2 point below last 
week’s rate of 101.5. 


This will be the eighth consecutive week that steel produc- 


tion will exceed 1,900,000 tons, according to the Institute. 


This week’s operating rate is equivalent to 1,931,000 tons of 
steel ingots and castings for the entire industry or 3,900 tons lower 
than one week ago. A month ago the rate was 100.1% and produc- 
tion amounted to 1,908,200 tons; a year ago it stood at 89.1% and 
1,642,600 tons. 


Electric Output Declines the Past Week 


The amount of electrical energy distributed by the electric 
light and power industry for the week ended June 3, was esti- 
mated at 5,631,934 kwh., according to the Edison Electric In- 
stitute. 

It was 261,848,000 kwh. lower than the figure reported for the 
previous week, 613,664,000 kwh., or 12.2% above the total output 
for the week ended June 4, 1949, and 786,476,000 kwh. in excess 
of the output reported for the corresponding period two years ago. 


Carloadings Advance Above Week Ago 

Loading of revenue freight for the week ended May 27, 1950, 
totaled 780,959 cars, according to the Association of American 
Railroads. This was an increase of 37,652 cars, or 5.1% above the 
preceding week. 

The week’s total represented a decrease of 3,865 cars or 
0.5% below the corresponding week in 1949 and a decrease of 
123,798 cars, or 13.7% below the comparable period in 1948, 


Auto Output Suffers Holiday Contraction 


According to “Ward’s Automotive Reports” for the past week, 
motor vehicle production in the United States and Canada de- 
clined to an estimated total of 139,061 units, from the previous 
week’s record total of 179,063 (revised) units. 

Total output for the current week was made up of 117,548 
cars and 21,513 trucks built in the United States and a total of 
8,853 units built in Canada where no holiday was observed. 

The week’s total compares with 91,955 units produced in the 
United States and 6,132 units in Canada in the like 1949 week. 


Business Failures Fall in Holiday Week 


Commercial and industrial failures declined to 168 in the 
holiday-shortened week ended June 1 from 214 in the preceding 
week, according to Dun & Bradstreet, Inc. At the lowest level 
since January, casualties were only slightly above a year ago 
when 165 occurred but exceeded appreciably the total of 91 in the 
comparable week of 1948. Failures continued to be 33% below 
their prewar level at which time 249 concerns failed in the sim- 
ilar week of 1939. 


Casualties involving liabilities of $5,000 or more decreased to 
123 from 176 in the previous week and were less numerous than 
last year when 132 failures of this size occurred. An increase, 
however, appeared among small casualties, those with liabilities 
under $5,000. They rose to 45 from 38 a week ago and 33 in the 
corresponding week of 1949. 


All industry and trade groups showed a weekly decline. A 
somewhat sharper drop occurred in wholesale trade where failures 
reached the lowest level since 1948. Both retailing and construc- 
tion had more casualties than a year ago, but in other industry 
and trade groups failures were slightly below their 1949 levels. 


The week’s decrease was concentrated in the Middle Atlantic, 
Pacific, East North Central, and South Atlantic states. Slight in- 
creases appeared in the other five regions. Increases from 1949 
continued in the Middle Atlantic, East South Central, Mountain 
and Pacific States. New England casualties remained the same as 
last year. 


Food Price Index 3.5% Above Year Ago 

Extending the upward movement of the past six weeks, the 
Cun & Bradstreet wholesale food price index for May 30 rose to 
$5.94, from $5.90 a week earlier. This represented a further new 
high since Jan. 18, 1949 when it stood at $6.02. The current num- 
ber shows a gain of 3.5% over the $5.74 recorded on the corre- 
sponding date of last year. 

The index represents the sum total of the price per pound 
of 31 foods in genera) use. It is not a cost-of-living index. 
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Commodity Price Index Breaks Through to New Peak 


The mild upward trend in basic commodities continued in 
evidence the past week as the Dun & Bradstreet daily wholesale 
commodity price index reached a new peak for the past 16 months. 
The index finished at 263.73 on May 29, comparing with 262.22 
a week previous, and with 243.00 on the corresponding date a year 
ago. 

Grain markets continued to show strength and recorded fur- 
ther moderate advances particularly in the early part of the week. 

Firmness in wheat reflected an improvement in flour sales 
at mid-week and a pick-up in mill demand for the bread cereal. 
Further progress was recorded in seeding and planting of crops in 
the American and Canadian Northwest, but indications pointed 
to a total acreage not as large as had been anticipated due to the 
lateness of the season. Export business in corn lagged but locak 
demand was good and prices rose slightly for the week. Current 
offerings were easily absorbed as the movement from the country 
feil below trade expectations. 

Oats were firmer, largely in sympathy with the trend in 
other markets. Trading in grain futures on the Chicago Board of 
Trade remained quite active, totaling 257,760 bushels for the week. 
This was equal to a daily average of 43,000,000 bushels, comparing 
with 44,500,000 bushels the previous week, and 28,000,000 bushels 
in the corresponding week of last year. 

Trading in domestic flour markets was fairly active in the 
fore part of the week; demand was principally for hard wheat 
bakers’ flours. Offerings of cocoa remained light, reflecting the 
tight statistical position as a result of smaller crops in the growing 
areas. Spot cocoa prices continued firm, while futures sold at new 
seasonal highs during the week. 

Lard prices moved within a comparatively narrow range with 
closing prices up slightly from a week ago. 


Early strength in hogs pushed values up to new high levels 
since last fall but the market worked lower in subsequent deal- 
ings, resulting in the first setback of the season. 


The undertone in domestic cotton markets continued strong 
with prices moving steadily higher throughout the past week. 


Sustaining factors were reports of good demand from mills im 
the South, continued buying against export business, and expec- 
tations that the mid-May parity price for cotton will show an 
advance over that of mid-April. 


Trading in spot markets was moderately active. Sales vol 
ume in the 10 markets last week aggregated 111,100 bales, as 
compared with 128,400 bales the previous week, and 89,000 in the 
corresponding week a year ago. 


Demand for cotton gray cloths was maintained with prices 
for several types of cloth showing further slight advances. 


Loan repossessions on 1949-crop cotton totalled 83,300 bales in 
the week of May 18, bringing total redemptions for the season 
to 1.293,700 bales. CCC loan stocks together with 1948-crop pooled 
stocks as of May 18, amounted to approximately 5,500,000 bales. 


Retail and Wholesale Dollar Volume Slightly Lower 


The presence of adverse weather in many localities helped to 
decrease country-wide spending in the period ended on Wednes- 
day of last week; the loss of a business day also contributed to the 
decline in consumer buying. Dollar volume, states Dun & Brad- 
street, Inc., in its current summary of trade, was slightly below 
the level for the corresponding period of a year ago. 


Shoppers’ interest in apparel remained well below seasonak 
expectations last week; a predicted influx of late-spring buying 
had not as yet materialized. 


Sportswear for both men and women was increasingly sought 
with swim suits and beach accessories especially popular. 


There was a slight increase in retail food buying the past 
week. The dollar volume of meat and fish moderately exceeded 
last week’s amount. The demand for fresh vegetables and fruit 
also rose somewhat. While canned goods were in somewhat less 
demand than the week preceding, dollar sales of frozen produce 
continued to increase. 


While increased sales of household goods were registered im 
some sections this week, the aggregate dollar volume was very 
slightly below the level of a week earlier. Following widespread@ 
mark-down sales, the retail volume of television purchases gen— 
erally decreasd. ‘The demand for some large appliances continued 
to be high. There was a virtually unchanged interest in furniture, 
with case goods being increasingly sought. Picnic items were 
noticeably popular. 


Total retail dollar volume for the period ended on Wednes— 
day of last week was estimated to be from 1% above to 3% below 
that of a year ago. Regional estimates varied from last year’s 
levels by these percentages: 


New England, East, and Northwest —1 to —5; South and 
Midwest +1 to —3; Southwest +1 to +5; and Pacific Coast +2 
to —2. 

With the Memorial Day holiday coming near the close of the 
week, wholesale ordering decreased slightly. The aggregate dollar 
volume was slightly below that for the similar week in 1949, as 
some businesses observed a four-day week-end. The total num- 
ber of buyers attending many wholesale centers dipped sharply 
the past week and was somewhat below last year’s level. 


Department store sales on a country-wide basis, as taken 
from the Federal Reserve Board’s index for the week ended May 
27, 1850, advanced 3% from the like period of last year. A de— 
crease of 2% was recorded in the previous week from that of a 
year ago. For the four weeks ended May 27, 1950, sales reflected 
a decline of 1% from the corresponding period a year ago, and 
for the year to date they show a drop of 3%. 


With an increase in demand for seasonal merchandise, due te 
warmer weather, department store sales volume in New York last 
week rose about 2% above the similar week of last year. 


According to the Federal Reserve Board’s index, department. 
store sales in New York City for the weekly period to May 27, 
1950, dropped 5% from the like period last year. In the preceding .- 
week a decline of 5% (revised) was registered from the similar 
week of 1949. For the four weeks ended May 27, 1950, a decrease 
of 5% was reported from the like week of last year. For the 
year to date volume decreased by 6%. 
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The Security I Like Best 


SIDNEY R. WINTERS 


Manager, Security Research Dept., 
Abraham & Co., Members, 
N. Y. S. E., New York City 


(Canadian Pacific Railway 
Common Stock) 


Since the Canadian Pacific Rail- 
way System crosses the entire 
expanse of the Dominion of 
Canada, and since in addition to 
its rail opera- 
tions Cana- 
dian Pacific 
has many 
varied and 
important 
other inter- 
ests, a review 
of this out- 
stending en- 
terprise would 
not be com- 
plete without 
at least a 
brief prelude 
as to the posi- 
tion of Canada 
itself. 

In area, Canada totals over 3.5 
million square miles and is the 
largest country in the world, ex- 
cepting only the U.S.S.R. and 
China. In population, however, it 
is still a small nation with little 
more than 13.5 million people. 
Nevertheless, Canada is_ the 
world’s largest producer of nickel, 
asbestos, platinum, radium and 
newsprint paper. She is the second 





Sidney R. Winters 


largest producer of gold, zinc, 
cobalt, aluminum and _  hydro- 
electric power; ranks third 


in output of copper and silver, 
and is the fourth largest pro- 
ducer of lead. Iron ore is com- 
ing into greater prominence, and 
development of oil fields shows 
most interesting prospects of im- 
portant production volume in the 
future. It is estimated that Canada 
imports 98% of its fuel require- 
ments and in view of the large 
consumption of gasoline, etc. (sec- 
ond per capita only to U. S. con- 
sumption) the recent oil develop- 
ments are of the greatest impor- 
tance. In addition, the enormous 
grain fields of the Prairie Prov- 
inces and the fertile farming re- 
gions of the St. Lawrence Valley 
and the Atlantic provinces have 
given Canada a most prominent 


place among the _  agriculturai 
countries of the world. 
Financially, the Dominion of 


Canada has always been well- 
maintained and its record during 
the war and postwar years has 
been exemplary. All Canadian 
war costs were met internally. 
Furthermore, over half was ob- 
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Vincent M. Doherty 


MIAMI, Fla.— Vincent M. 


Doherty has become associated 
with Emerson & Co. of San An- 
tonio. He was formerly with 
Frank D. Newman & Co. and 
Leedy, Wheeler & Alleman. In the 
past he conducted his own invest- 
ment business in Florida. 


tained from taxes, the smaller 
portion coming from war loans. 
And, unlike most other nations, 
Canada’s debt has been reduced 
since the end of the war. 

With such a favorable back- 
ground, and vast areas for fur- 
ther expansion, it would seem 
reasonable to anticipate a most 
satisfactory future for the Domin- 
ion of Canada. It likewise seems 
reasonable to assume that the 
fortunes of the Canadian Pacific 
Railway System will closely fol- 
low the overall Canadian trend. 

The Canadian Pacific Railway 
Company operates one of the two 
large railroad systems in Canada, 
the second system being the gov- 
ernment-owned Canadian Na- 
tional System. Extending over 
17,000 miles, the Canadian Pacific 
lines cross the entire expanse 
of Canada from Halifax, N.S., and 
St. John, N.B., on the Atlantic, to 
Vancouver and Victoria, B. C., on 
the Pacific. Service is rendered 
to all the important cities in 
eastern and lower Canada, the 
western grain provinces, and the 
northwestern timberlands. The 
company’s line from Montreal and 
Toronto runs directly into Detroit 
in the United States. Additionally, 
there are over 35 interchange 
points with various United States 
lines. In the United States, Cana- 
dian Pacific controls the ‘Soo 
Line,’ the Duluth South Shore 


and Atlantic, and the Mineral 
Range Railroad. 
Canadian Pacific supplements 


its railroad activities by operating 
steamships in ocean service to 
Europe, coastal service on the 
west coast, and inland lake and 
river services. At the close of 1949 
11 ocean going steamships, with 
a combined tonnage of 156,801 
tons were in service. Some 20 
coastal steamships, with gross ton- 
nage of 57,159 and 11 inland 
steamships of 12,189 tonnage were 
also in service. 

The company is also engaged in 
many other activities. It operates 
its own sleeper and parlor car 
lines, operates grain elevators, 
provides news, telegraph and ex- 
press service, and owns and op- 
erates a chain of hotels located 
in the principal cities and resorts 
of Canada. A wholly-owned sub- 
sidiary, Canadian Air Lines, Ltd., 
operates air freight and passenger 
service in Canada and to Australia 
and the Orient. 

The 51.36% owned Consolidated 
Mining and Smelting Co. is an im- 
portant producer of lead, zinc and 
other metals. It might be noted 
that the current market valuation 
for the latter holding is in excess 
of $148,000,000, while income re- 
ceived therefrom totaled almost 
$16 million last year. 


Having originally been granted 
a land subsidy of 25 million 
acres, the Canadian Pacific still 
holds 1,627,145 acres, mostly of 
agricultural land in Western Can- 
ada, besides lumber mills, coal 
and timber properties, royalty 
rights for coal, natural gas and 
petroleum, and miscellaneous 
properties. The company also 
holds petroleum rights on 11,229,- 
762 acres, of which 35,880 acres 
are under lease to oil companies 
and the balance are under reser- 
vation for exploration. Rents, 
royalties and reservation fees 
have already produced an income 
of $1.7 million for the company 
in 1949. 


With regard to the railway op- 
eration itself, it might be noted 
that in 1949 some 80% of gross 
revenues was derived from 
freight, while passenger traffic 
accounted for 10%, the balance 
coming from miscellaneous 
sources. The company normally 
oris ‘tes about 77% of traffic 
handiecd. In addition to wheat and 


other grain products, 


important 
commoaities handled _ include 
coal, copper and other ores and 
concentrates, lumber, newsprint 
and a number of other diversified 
manufactured products. 

When considering net results, 
other income is an important fac- 
tor, having totaled some $23,636,- 
653 (net of taxes) in 1949. This 
is made up of dividends and in- 
terest on security holdings as well 
as the results of separately op- 
erated properties, and the earn- 
ings of the steamship lines, tele- 
graph, news and communications 
departments, hotels, rentals, etc. 

Capitalization at the close of 
1949, giving effect to the recent 
sale of $20 million of new deben- 
tures, consisted of the following: 


Funded Debt ___-$394,811,229 
4% Non-Cum. Pfd. 137,256,921 
Ordinary ($25 Par) 13,400,000 shs. 


It should be noted that the 
figure for funded debt includes 
$295,438,229 of 4% #£z2Perpetual 
Debenture stock and $65,848,000 
of equipment obligations. Addi- 
tionally there are outstanding 
lease rentals, included as charges, 
which currently require approxi- 
mately $2,317,000 per annum. 
Total charges amounted to $14,- 
543,817 during 1949. 

Finances have been character- 
istically maintained on a most 
satisfactory basis. At the close of 
1949, current assets, including 
cash items of $56,524,600, totaled 
$134,376,000, as compared with 
total current liabilities of only 
$45,093,000. In this connection it 
should be emphasized that from 
the close of 1936 through the end 
of 1949, working eapital was in- 
creased by $39,000,000 despite the 
fact that during the same period 
more than $127,000,000° of debt 
was retired. Also not to be over- 
looked are over $46,500,000 Main- 
tenance, Insurance and ‘Steamship 
Replacement funds. 

Since it was organized in 1881, 
Canadian Pacific hag always 
covered its fixed charges. Thus, 
while there have been a number 
of years in which there were no 
earnings available for the ordi- 
nary shares, and no dividends 
were paid, still there has never 
been a threat to the position of 
the shares as owners of the equity. 
Furthermore, since the preference 
shares are non-cumulative, those 
periods in which no preference 
dividends were paid did not re- 
sult in a deterioration of the 
ordinary share position. 

With total assets carried on the 
1949 year-end balance sheet at 
over $1,248,000,000 (after depre- 
ciation reserves of over $464,871,- 
000), and senior securities totaling 
some $512,068,000 exclusive of 
rentals and guarantees, it is evi- 
dent that there still exists a great 
degree of leverage on the 13,- 
400,000 shares outstanding. Thus, 
any worthwhile gain in earnings 
will be magnified when applied to 
the equity. 

Canadian Pacific received an 
important windfall when the de- 
valuation of the British pound 
took place. Since of the $295,438,- 
229 of Perpetual Debenture Stock 
some $230.4 million is payable in 
sterling, and the $137.2 million 
of preferred is also payable in 
sterling, the company in effect has 
a book profit of some $135 million 
on these items. The simultaneous 
devaluation of the Canadian dol- 
lar had only a nominal negative 
effect of around $12 million, so 
the net gain, in effect, was around 
$123 million. Interest and pre- 
ferred dividend requirements 
were likewise reduced by about 
$1.5 million by the devaluation. 
While the savings in_ obligations 
may more or less be theoretical, 
unless the company should decide 
to purchase some of these for 
retirement, the savings of interest 
and dividend requirements is ac- 
tual. 


No dividends were paid on the 
ordinary shares from 1932 through 
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1943. In reflection of the improved 
fundamental position, and pros- 
pect, the conservative manage- 
ment resumed dividends with dis- 
tributions totaling $1.00 per share 
(Canadian) in 1944. In 1945 this 
was increased to $1.25, which rate 
has since been maintained. Of 
course, it must be kept in mind 
that Canadian currency now 
stands at a discount of about 10% 
in relation to the United States 
dollar. Thus, payment of $1.25 in 
Canadian funds is, in effect, $1.13 
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in United States currency under 
present conditions. Even so, the 
return at current levels, around 
154%, would still be over 7%. 
Canada imposes a 15% withhold- 
ing tax on dividends paid out of 
the country, but this may be used 
as a credit against taxes by U. S. 
citizens. Actually, therefore, the 
withholding tax has no effect. 
There is presented herewith a 
tabulation of earnings figures for 


the years 1935 through 1949: 


Railway Net Railway Other *Earn. per 
Operating Operating Fixed Income Net Ordinary 
Year-— Revenue Income Charges (Net) Inccme Share 
1949 $363,252,094 $20,631,969 $14,543,817 $23,636,653 $29,724,805 $1.93 
1948 355,249,702 18,419,166 15,890,264 24,864,949 27,393,851 1.70 
1947 318,585,919 22,892,189 15,787,174 24,788,927 31,893,942 2.04 
1946 292,495,828 20,843,050 18,488,113 22,779,794 25,134,731 1.54 
1945 316,109,358 36,054,334 19,547,129 15,106,957 31,614,162 1.98 
1944 318,871,034 43,159,664 20,831,149 12,371,315 34,699,830 2.21 
1943 297,107,791 49,211,567 22,499,600 16,270,751 42,982,718 2.83 
1942 256,864,091 48,187,689 23,694,456 15,861,034 40 354,267 2.64 
1941 221,446,053 45,957,536 24,978,163 13,382,059 34,361,432 2.19 
1940 170,964,897 35,639,438 26,186,545 10,692,163 20,145,056 1.13 
1939 151,280,700 28,523,819 25,506,523 6,764,851 9,782,148 0.32 
1938 142,258,981 20,752,466 26,853,757 7,363,673 1,262,382 d0.32 
1937 145,085,558 23,742,247 25,909,674 11,629,711 9,462,284 0.30 
1936 138 562,763 23,311,111 23,913,298 6,631,371 6.029.184 0.04 
1935 129,678,905 22,397,524 24,159,938 4,594,498 2,832,084 d0.20 


*After preference dividend requirements. 


NOTE 


Earnings thus far in 1950 have 
shown good progress. For the first 
four months net earnings of the 
railroad alone, before fixed 
charges, rose sharply to $3,302,000 
from the_$1,623,000 earned in the 
like 1949_period. When it is real- 
ized that freight rates were in- 
creased by 8% on Oct. 11, 1949, 
another 8%.on March 23, 1950, 
and another 4% on May 25, 1950, 
it is apparent that later results 
should continue the fine showing. 
Over the longer term, further in- 
dustrial growth of the country 
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d Deficit. 


All tigures reported in Canadian currency. 


should find continued reflection in 
favorable results for the company. 
During 1949 alone some 590 new 
manufacturing, warehousing and 
distributing enterprises were 
located on or adjacent to the 
road’s lines. The potential of oil 
can hardly be over-emphasized, 
and while development in this 
connection is of both a prospective 
and long range nature, one’s im- 
agination cannot but be impressed 
with the possibilities extant in the 
ownership of these mineral rights 
on over 11 million acres. 


The Near-Term Business Outlook 


prices, the effect being to offset 
in good part the weak fourth 
quarter. For the whole second 
half, I expect dollar outlays to 
be roughly 10% below those 
made during the final half of 1949. 
This is, of course, the basis to use 
in estimating the private residen- 


tial construction component of 
GNP. 
A few observations with re- 


spect to longer-range 
may be useful. 

How many housing units do we 
need and how many will we build 


prospects 


in the neighborhood of going 
prices? I can only say humbiy 


that I don’t see how this sort of 
thing can go on indefinitely. When 
will the long-term trend reclaim 
its own, and what is the long- 
term trend? I have seen many in- 
teresting speculations, and so have 
you. Professor Sumner Slichter 
of Harvard recently estimated an 
annual basic nee@ for 800,000 units 
a year (200,000 for replacement, 
600,000 new), but doubted if we 
would work badk to that level im- 
mediately. Dr Clague, stressing 
the deficits of the depression and 
war periods, argues that new 
dwelling units started each year 
will have to exéeed a million for 
several years to wipe out the 
backlog as wéll as to provide for 
population imerease and effective 
demand. Others, however, in con- 
siderable number, using data on 
vacancies, the decline in family 
formation, the declining number 
and urgency of home-seeking ad- 
vertisemenis, etc., are flatly skep- 
tical over Whether so-called back- 
logs have any independent quan- 
titative. Walidity at all, and at- 
tribute the life of the present 
boom to unhealthy forcing by the 
Government. If has been sug- 
gested by Miles Colean that from 
40% to 50% of this year’s volume 
will be due to; the influence of 
Federal progratis—FHA, FNMA, 
VA and-PHA. Indeed, some high 
officials have rather candidly 
b3cked the President’s recent mid- 
dle-income hovsing program as 


necessary principally to offset the 
expected decline in business in- 


vestment. There is no agreement, 
and none should be pretended. 
Fortunately, we do not need to 
resolve the problem here. 


Expansion and Replacement of 
Industrial Equipment 
I turn now to producers’ dur- 
able goods. We are geiting rid of 
the tough ones first, and then, I 
hope, we can coast a bit. 


This is usually the touchiest 
item in the list. For almost iwo 
years declines have been pre- 
dicted. There was a downward 


trend in 1949, but not on the scale 
forecast. Almost everywhere there 
has been an expectancy that post- 
war expansion and replacement 
of industrial equipment would 
surely soon run its course and 
leave a dangerous void. The Coun- 
cil of Economic Advisers has re- 
peatedly contended that business 
was not expanding enough to 2ab- 
sorb current and prospective ad- 
ditions to the labor force. 
Fortunately for my own peace 
of mind, I have always been stub- 
born about this item. Many of the 
big expansion programs have been 
completed (although some are now 
being resumed), but somewhere 
management is still spending. It 
may be that an antidote is still 
being sought for high labor costs 
in the form of more efficient 
equipment, or that the outfitting 
of our ever expanding labor force 
with improved tools in the Amer- 
ican tradition will go on without 
early interruption. And where 
expansion has faded, replacement 
and modernization still goes on. 
Really, the record is not bad. The 
drop from the sharp 1948 peak, to 
the 1949 low was (at an annual 
rate) less than $3 billion, or 
around 15%, and a fifth of even 
that ground was recovered in the 
first quarter of 1950. There is evi- 
dence, nonetheless, that invest- 
ments in plant and equipment to- 
gether during the first half of 
this year will he about 8% below 
those of the same period last yeur 


—which adjusted to the distiac- 
tive action of equipment alone, 
mignt mean an outcome the 














Volume 171 


first half less than a billion below 
the good first half of last year. 


What of the rest of the year? 
The Department of Commerce and 
the SEC jointly and regularly poll 
business expectations in this stra- 
tegic field. Their last (which in- 
cidentally succeeded an earlier 
expectation of a 13% decline) 
finding was that planned business 
outlays would be about 11% lower 
in 1950 than in 1949, and lower in 
the second half than the first, 
after the customary seasonal and 
bookkeeping adjustments. It is 
now higaly questionable that the 
slide will run even that far, and 
some bold souls are betting that 
no ground of importance will be 
yielced at all. Incidentally, these 
Surveys of advance _ intentions 
have o.ten undershot the mark a 
bit, it so happens, although that 
does not prove that they always 
wiil. Anyway the belligerent op- 
timist who opened this discussion 
for me svoke of the upward turn 
in the demand for machine tools, 
a relatively poor performer since 
the war’s end. Some large manu- 
facturers have acknowledged that 
expansion plans thought to be 
completed have had to be re- 


opened again. Orders for paper- 
board are high, those for gears 
rising; both products are used 


widely. Members of the Machinery 
and Allied Products Institute, 
during a recent convention, ex- 
uded more optimism than they 
had displayed in a good while, 
even reporting an upward move 
in prices. Of interest, there is 
usually a three-months lag from 
the time machines are started un- 
til they are delivered and paid 
for. So dollar figures at least 
should be up in the next quarter. 
The plague of major strikes af- 
flicting the country last winter 
may also have pushed some of the 
then current demand forward into 
the second half of the year. There 
will be some setbacks of course. 
The cecline in farm income will 
doubtless depress the demand for 
farm equipment. 


More fundamentally, the same 
question lies in wait here as for 
housing. Is there such a thing as 
a long-run trend tending to pul! 
current movements toward it, and 
if so what is it? Here again ihe 
evidence is mixed. Dr. George 
Terborgh, Research Director of 
the Macninery and Allied Prod- 
ucts Institute, estimated last Jan- 
uary trat in relation to an historic 
upward movement of nearly 3% a 
year over 30 years prior to the 
great depression, equipment ex- 
penditures were still, after a con- 
siderable decline from 1948, about 
20% above what might be ex- 
pected. By another technique, the 
Department of Commerce con- 
firmed the current position as 
lying above the trend line, but by 
only 5-10%. Terborga recognized 
the theoretical existence of a de- 
pression and wartime backlog, but 
saw no reason to expect full com- 
pensation. He also concluded that 
the present stock of capital equip- 
ment was about “normal,” but did 
concede that prospects were fa- 
vored in the immediate situation 
by an extraordinary lag in equip- 
ment prices behind hourly labor 
costs. An hour’s labor now costs, 
by his calculation, about 130% 
more than in 1939, while equip- 
ment prices have advanced only 
by half as much, Moreover, most 
of the present stock still consists 
of prewar models. 


Reasoning along diferent lines, 
Professor Slichter has also coin- 
puted that equipment sales have 
been running above “normal,” in 
relation to past rates of invest- 
ment. He stresses, however, that 
capital per worker is still 5% less 
than in 1929, in the face of a long- 
run record of increase in that 
category. His conclusion is some- 
what ambidextrous, namely that 
the catch-up need not be imme- 
diate, and yet that even should 
the expenditures trend (his first 
test) eventually sink back to nor- 
mal, it could still reverse its 1948- 
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49 trend for a while before doing 
so. Dr. Viet Bassie, Director of 
Economic and Busiress Research, 
University of Illinois, has said 
more simply that the normal re- 
sponse of corporate investment to 
presenc presperous conditions 
would call for a slight increase 
rather than continued decline— 
although his comment is meant to 
cover only short-term prospects. 

So wrether on the basis of spot 
news, or complex trend analysis, 
or empirical reasoning, there are 
grounds for holding that even in 
this traditional worry area, the 
immediate prospects are not too 
bad. Whether the somewhat tenu- 
cus reasoning followed here will 
hold good for seven whole months 
would simply involve more of it 
withcut new evidence. For rea- 
sons alre2dy given, my chronic 
fault wren toinking of equipment 
is to guess on the bold side, ana 
that guess is now that, reversing 
last year’s performance, the sea- 
sonally adjusted second half fig- 
ure will not be below that for the 
first half but from 5% to 10% 
above it, with the sharpest in- 
creases occurring in the automo- 
bile industry. 


Inventories 


Inventories come next. The 
retreat in this area last year was 
stiff, and accounted for most of 
our appearance of weakness. De- 
spite all our watchfulness, and the 
wealth of statistics massed against 
this particular hazard, it gets away 
from us. In late 1948 the offi- 
cial Commerce preliminary re- 
turns — returns, not forecasts— 
undershot the actual rate of ac- 
cumulation by 50%. 

Full details for.the first quar- 
ter of 1950 are still not available, 
but the preliminary estimate is 
that inventories turned up again 
at the rate of $1.7 billion a year. 
So to make an equivalent con- 
tribution to general activity over 
the rest of the year they would 
have to continue that pace. This 
they may well do. A considerably 
higher rate of accumulation is 
possible but paradoxically, while 
helping business; it might be sig- 
nalling a business decline— 
meaning that it would keep fac- 
tories and employment running a 
little longer only to build up un- 
wanted stocks. 

A proper analysis of prospects 
for net foreign investment in- 
volves too many considerations for 
treatment here. The net effects 
of any probable changes. will 
probably be too small to be worth 
it. 

The principle is simple. Any ex- 
cess of exports over imports on 
private account (foreign aid and 
subsidy programs are treated un- 
government account) tends to bol- 
ster short-term demand. For a 
creditor nation with most of the 
world’s wealth already in its pos- 
session such a process cannot be 
continued’ indefinitely without 
eviscerating our friends and cus- 
tomers, with scarcely less un- 
happy secondary consequences to 
ourselves. But that is long-term 
and, therefore, for this morning’s 
purposes, irrelevant philosophy. 

The most relevant consideration 
is that our net foreign private 
balance has been declining from 
an already modest point of $1.2 
billion (2nd quarter of 1949, an- 
nual rate) to minus $2 billion last 
quarter. A mere commentary is 
that three years ago the same 
item registered at $10.2 billion; 
we have lost the surplus, very 
fortunately for ourselves and the 
world, and our economy still 
seems to be doing very well (per- 
haps it should be added, with the 
help of government foreign aid 
expenditures among other consid- 
erations, and at the cost of rising 


competition with some domestic 
industries). The reasons for the 
change are numerous, and lie 
mostly in changed conditions 


abroad—European recovery, ris- 
ing production, devaluation of 
currencies, restriction of imports 
by countries with balance of pay- 








ment problems, withdrawal of 
gold and dollars for the strength- 
ening of currency reserves, etc. 
The simple guess being made 
here is that the downward move- 
ment has spent itself for the time 
being, and the sharp $2 billion 
deficit recorded in the first quar- 
ter will plane off at this level. 


Federal Spending 


The time has come for discus- 
sion of the second big component 
of GNP government expenditures 
tor goods and services. A warn- 
ing 1s tirst in order. The gov- 
ernment segment of GNP does not 
account for all government spend- 
ing. Veterans’ payments, social 
security and relief outlays, interest 
on debts of the various govern- 
ments, for example, all move di- 
rectly into the disposable income 
of individuals, and their effect is 
appraised in the effort to guess 
prospective private spending for 
consumption and investment 
goods. Also, we are not concerned 
here with deficits as such. They 
are of tremendous importance to 
government housekeeping and to 
long-run prospects for the econ- 
omy, but their short-run effect is 
measured under the headings we 
are using here. 

Federal outlays for goods and 
services have held rather steady 
during the past year, averaging a 
little over $25 billion, at annual 
rates. 

During the first quarter of this 
year they fell off a couple of bil- 
lion, but I am afraid that was only 
a lull. The trend is still slightly 
upward. Marshall Plan appropri- 
ations are declining according to 
plan, although there will be some 
carryover into fiscal 1951 from 
fiscal 1950 funds. You are only 
too well aware that defense com- 
mitments are rising, both for our- 
selves and Europe. State and local 
expenses have risen almost me- 
thodically, reflecting in good part 
serious postwar arrearages_ in 
public works. We must assume 
some continuation in that rise. It 
is probably moderate to allow, as 
I am doing now, for only a $45.5 
billion total for both categories 
in the second half of 1950. We 
mere within one and one-half 
billion of that figure in the sec- 
ond quarter of last year. 


Consumer Expenditure 


Finally, we must consider con- 
sumers’ expenditures. This is a 
very big matter we are talking 
about now. Through the vicis- 
situdes of 1949 consumer expen- 
ditures held steady as a _ rock, 
opening at $178.7 billion and clos- 
ing at $179.4 billion. Their strength 
stood out against the downward 
pull of adverse factors most 
notably, inventory decumulation, 
as we have seen. And in the first 
quarter of 1950 they jumped to 
$183 billion. 


Their magnitude will always 
and obviously be determined by 
two x’s—consumer’s ability and 
willingness to buy. The phrase is 
not merely rhetorical. Each must 
be separately tested. The profes- 
sional jargon for them is (1) the 
level of disposable income, and 
(2) the average propensity to con- 
sume. 

Now it would seem no great 
trick to determine how much 
money people will have to spend. 
At first blush that would appear 
to be settled for them by the gen- 
eral level of activity. But don’t 
forget those “transfer payments” 
that I avoided discussing under 
the heading of government spend- 
ing. Some of them are correlated 
with changes in business. But 
quite a variety is in these times 
“transferred” from the govern- 
ment to individuals (or vice versa) 
without direct relationship’ to 
either the state of he Union or 
their own immediate efforts. The 
nature of these we shall see. 

Including insurance refunds to 
veterans, personal incomes in the 
first quarter hit a new peak at 
nearly $220 billion. As compared 
with the same period in 1949, tax 
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collections of year-end settlements 
on the previous year’s liabilities 
were considerably smaller but this 
drop was approximately offset by 
a reduction in refunds, so dispos- 
able income, the figure that mat- 


ters, also remained very high. 
Now, looking ahead again, we 
have to prepare ourselves for 


losses, Most conspicuously, we 
lose the veterans’ insurance pre- 
mium refunds—an $8 billion clip 
at annual rates from the first 
quarter level. Unemployment in- 
surance benefits should decline 
somewhat in relation to employer 
and employee contributions. Some 
of this ground will be regained 
through moderate increases in 
wage outlays (in the durable 
goods industries principally) and 
in dividend payments. And there 
cannot be qa net rise in the spe- 
cific sectors we have been ais- 
cussing—construction, equipment, 
government purchases—without a 
spill-over into the incomes of peo- 
ple—with a further jump therein 
occurring insofar as the additional 
income is spent on consumers’ 
goods. We call that a multiplying 
factor. That net rise incidentally 
comes to about $2.5 billion, which 
might add close to that amount 
to consumers’ funds. But a sure- 
fire $8 billion set-back in even 
this mammoth category is a lot to 
overcome; and since this too has 
a multiplying effect, the result 
would be to reduce consumer 
spending and thus total activity, 
assuming that the proportion of 
disposable income used to buy 
consumers’ goods does not change. 


Nevertheless, the total supply 
of money flowing into people’s 
hands over this six-months’ pe- 
riod will be high, and in the end 
our fate rests to a considerable 
extent on what they decide to do 
with it—a decision that, as the 
preceding paragraph suggests, will 
in turn help to determine over 
time the final height of the money 
flow. Understandably, we call 
the enigma the consumer spend- 
ing ratio, During the last half of 
last year it was running between 
.94 and .95 which is high. In the 
first quarter of this year it fell 
off abruptly to .91 (which implies 
a terrific drop in the marginal 
rate, i.e., the rate of spending ad- 
ditional money). The obvious ex- 
planation at least is that the vet- 
erans haven’t spent all of their 
windfall, or have invested it in 
housing or in their own businesses 
where it showed up as domestic 
investment rather than in con- 
sumption and has already been 
counted. To the extent that they 
are still holding on to it and can't 
stand the heat much longer, the 
spending ratio of the next few 
months is going to be lifted. 

There is another troublesome 
factor here, however. For ana- 
lytical purposes, the effect of ris- 
ing consumer debt, on which we 


have been luxuriating over the 
past few years, is to hoist the 
spending ratio. Even if people 


borrow for cars, stoves, refrigera- 
tors, etc., at the same rate as here- 
tofore we gain nothing. They have 
to do as much of that as in the 
past for the economy merely to 
stay even with the past—insofar 
as this factor in isolation is con- 
cerned. And I don’t think they 
can do it, and I am not even al- 
lowing for the year-end slip in 
automobile sales that I suspect 
will happen. Because, gentlemen, 
the piper has arrived on the scene. 
As new income is impounded for 
the service, reduction, and liqui- 
dation of old debt, the margin 
between new credit extension and 
repayment seems likely to under- 
go a continuing shrinkage—with a 
dampening influence on business 
activity. 

There are, of course, other fac- 
tors. But consider only these three 
—a spending ratio abnormally 
low at the moment, for these 
times during the first quarter; an 
upward pull from both the dis- 
appearance of ready money from 
veterans’ refunds and belated 








spending of that money; a down- 
ward puii from the probable 
snrinkage in net credit extension. 
Ana a note snould be made of 
growing commitments for “insti- 
i\utionaiizea” saving, with which 
you yourselves are so familiar 
and to waicn you are so impor- 
tant. Those savings must largely 
come ouc oi tae market. The net 
thrust among these four pressures 
is diificult to measure. I am sat- 
isfied that it will be in the direc- 
tion of a recovery of the spending 
rate, but not that it will climb 
all the way back from .91 to .94. 
Suppose we split the difference, 
i.e., seitle for .925. It may seem 
silly to be juggling all these frac- 
tions, but we committed ourselves 
to attempt a forecast, we are deal- 
ing with enormous sums here, and 
a change of a single point can 
exert a marked effect upon the 
market. But why elaborate be- 
fore this audience of all audiences? 
No one knows better than you the 
terrific effect of a 1% change in 
market yields. If we do settle for 
a 1\%-point increase in our pres- 
ent case, i.e., in the spending ra- 
tio, and make allowances for its 
impact upon the system (and thus 
upon disposable income itself), 
we shall find that its effect, in 
conjunction with that arising from 
the other primary increases in 
spending, is to place disposable 
income not much below the first 
quarter annual rate and to leave 
consumers’ expenditures about the 
same—perhaps up a billion or so. 
Incidentally, I have not tried to 
make any allowance for a reduc- 
tion in excise taxes. 


All forces in the economy are 
continually interacting, nothing 
can be measured by itself and 
without regard to its effect on 
action elsewhere, so this wind-up 
is crude. But, it is close enough, 
and refinement within my ability 
to undertake would be small per- 
centagewise. What is close enough, 
barring a malevolent turn of for- 
tune, is that the second half of 
1950, on the whole, should be bet- 
ter than even the first quarter 
(which sported a $264 billion an- 
nual rate) and may approximate 
the whole first half, which will 
include a second quarter now 
threatening to top $270 billion. At 
this moment (May 31) we may be 
standing on an all-time peacetime 
peak. 

I said, on the whole. What we 
have done in part is to guess at 
the momentum and duration of 
most enterprises already in mo- 
tion—in construction and equip- 
ment particularly. Let us not mis- 
take it for a trend line. Some- 
where within the second half a 
reversal of the upward movement 
may take place. Forces are gath- 
ering for a decline while the in- 
dexes are still rising. And if the 
turning point does not come late 
this year, I believe that it will 
during 1951. This is, of course, 
commonplace and proper. It be- 
tokens adjustments—adjustments 
indispensable to a fluid and ba- 
sically progressive economy—as- 
suming that they are not too 
drastic. The mixed private and 
public obligation to prevent such 
adjustments from getting out of 
hand is complex but serious, For 
such comfort as may be, I think 
that really disastrous breakdowns 
are now within our collective 
power to avoid, even though I 
dread the mistakes that we will 
make in the process of improving 
our skill. 


Addison P. Moore Joins 
Paine, Webber on Coast 


BEVERLY HILLS, Calif.—Ad- 
dison P. Moore is now associated 
with Paine, Webber, Jackson & 
Curtis at their Beverly Hills of- 
fice, 364 North Camden Drive, as 
a registered representative. He 


was formerly West Coast repre- 
sentative of the Parker Corp. of 
Boston. 
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Indications of Current 
Business Activity 


AMERICAN IRON AND STEEL INSTITUTE: 


Indicated steel operations (percent of capacity)------- 


Equivalent to— 

@teel ingots and castings (net tons) 
AMERICAN PETROLEUM INSTITUTE: 
Crude oil and condensate output 

gallons each) 
Crude runs to stills — daily 
Gasoline output (bbls.) 
Kerosene output (bbls.) aie 
Qsa6, Uli, @liu ulslu.ave auc. vli vaepul (obis.) 
Residual fuel oil output (bblis.) 
@tocks at refineries, at bulk terminals, 

Finished and unfinished gasoline 

Kerosene (bblis.) at 

Gas, oil, and distillate fuel oil (bbls.) at 

Residual fvel oil (bbls.) at 


average (bblis.) 


(bbls.) at 


ABSOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded (number of cars) 
Revenue freight received from connection: 


STVIL ENGINEERING 
RECORD: 
Total U. S. construction 
Private construction 
Public construction 
State and 
Federal 


CONSTRUCTION 


municipai 


DOAL OUTPUT (U. 8. BUREAU 
Bituminous coa}] and lignite 
Pennsylvania anthracite 
Beehive coke (tonss 


OF MINES): 
(tons) 
(tons) 


DEPARTMENT STORE SALES INDEX 
TEM—1935-39 AVERAGE—100 


EDISON ELECTRIC 
Electric output 


INSTITUTE: 
(in 009 kwh.) 


WAILURES 
STREET INC. 


BILTON AGE COMPOSITE PRICES: 
Pinished steel (per Ib.) 
Pig irun (per gross ton) 
Gecrap steel (per gross ton) 


METAL PRICES (E. & M. J. QUOTATIONS): 
Electrolytic copper— 
Domestic refinery at 


daily average (bbls. 


in transit and in pipe 


(number of 
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Re 
eS 
lines— 


---~May 27 
~.May 27 


NEWS- 
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ll 
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——  f 
----sune 1 


onan Be 
May 27 
..-_.May 27 


ana sUne J 


RAD- 
———— = =—S 


--_.._May 30 
._.May 30 


_....May 30 


el 


Export refinery at_ a 


@traits tin (New York) at__. 
Lead (New York) at 


~smaipen ee an 
Lead 


Zinc (East St. Louis) at__ 


WOOD Y’S BOND PRICES DAILY AVERAGES: 
Uv. S. Government Bonds 
Average corporate __ 


Railroad Group SON 
Public Utilities Group______ 
Zndustrials Group — .______- 
WOODY’S BOND YIELD DAILY AVERAGES: 

VU. S. Government Bonds__- 

Average corporate * 

Aa : 


Railroad Group 
Public Utilities Group__ 
Industrials Group __ 


MOODY'S COMMODITY INDEX 


WATIONAL PAPERBOARD ASSOCIATION: 
Orders received (tons)- ue 
Production (tons) __ 

Percentage of activity 
Wnfilied orders (tons) at. 


“iL, PAINT AND DRUG 
AVERAGE=100 


(St. Louis) at_ . uae a Re md 


.__._.__May 31 


~~~. June 6 
-—- June 6 
-~--June 6 
~-- June 6 
--.. June 6 
~. June 6 
---June 6 
_. June 6 
-_. June 6 


June 6 
_._June 6 
..._._June 6 
.._~.Jgune 6 
---..9une 6 
.--.._vune 6 
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..___June 6 
__.__._ June 6 


June 6 


—— = 2 
—— + »| 
.__._.May 27 


REPORTER PRICE INDEX—1926-36 
Lennie ‘ Sbsbsnesti —— a 


MTOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF O 
= DD- 
LOT DEALERS AND SPECIALISTS ON THE N. Y. STOCK 
EXCHANGE—SECURITIES EXCHANGE COMMISSION: 
@dd-lot sales by dealers (customers’ purchases )— 


Number of orders 


Saar of shases—Gustemers’ tetel anton 7777727277777 May 20 


Dollar value _______ 


@dd-lot purchases by dealers (customers’ sales ) 


Number of orders—Customers’ total sales__ 
Customers’ short sales__ 
Customers’ other sales head 

Number of shares—Customers’ 
Customers’ short sales 
Customers’ other sales___ 

a 

Round-lot sales by dealers— 

Number of shares—Total sales 
Short sales nha 
Other sales . ein 


Round-lot purchases b 
Number of shares__ 


y dealers— 


WHOLESALE PRICES NEW SERIES — U. S 
seneuee. RIES U. 8. 
All commodities ___ 
Parm products __ 
Grains 
Livestock _ 
Poods - 
Meats _ leita 
All commodities other tha 
Textile products 
Fuel and lighting materials 
Metals and metal prcducts 
Building materials 


“Revised figures. 
“Revised figures. 


total sales____ 


n farm and foods__ 


-~~-------~--~---May 20 


---~--~~~~~~_.. May 20 
” -~-~~._.. May 20 
-~..-.. May 20 


foreign crude runs. 


DEPT. OF LABOR— 


-+-....May 30 


- May 30 
May 30 
.May 30 
May 30 
May 30 


arrels of foreign crude runs, 


Latest 
Week 
101.3 


,931,000 


,118,000 
5,591,000 
,704,000 
2,327,000 
.201,000 
.421,000 


122,757,000 
16,075,000 
40,607,000 
39. 308,000 


780,959 
676,532 


$206,467,000 
100,340,000 
106,127,060 
95,493,000 
10,634,000 


10,200,000 
.042,000 
94,509 


20.200c 
20.425¢ 
78.125c 
12.000c 
11.800c 
13.000c 


102.52 
115.63 
120.63 
119.20 
115.24 
108.34 
110.70 
116.80 
120.02 


NN CWNNNNN 
a i WOADAeW 
Gm OACON-I-— 


aon 


400.2 


187,300 
209,350 

93 
333,436 


120.6 


29,697 
918,137 
$39,906,201 


35,199 

189 

35,010 
983,165 
7,179 
975,986 
$37,448,207 


339,310 
339,310 


277,160 


156.8 
167.5 
171.9 
229.4 
161.5 
238.7 
147.6 
135.6 
132.9 
171.3 
199.3 
116.1 


ae | ap 


Previous 
Week 


101.5 


1,934,900 


,117,250 
5,477,000 
580.000 
2,140,000 
068,000 
.435,000 


+,669,000 
648,000 
432,000 
,330,000 


.190.000 
39.000 
351,000 
3,579,000 
772,000 


9,610,000 
979,009 
106,190 


20.200c 
20.425c 
78.750c 
12.000c 
11.800¢ 
12.500c 
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193.546 
209,234 

92 
353,627 


29,282 
895,211 
$38,005,059 


33,832 
172 
33,660 
952,605 


6,118 
946,487 
$36,162,276 


319,910 


319,910 


258,740 


Month 
Ago 
100.1 


1,908,200 


5,013,950 
5,314,000 
18.038.000 
2,029,000 
6,531,000 
7 ,090 


55,000 
825,000 
).000 
090 


$250,591.000 
140,944,000 
109,647,000 
79,032,009 
30,615,000 


19. 200c 
19.425c 
77.000¢c 
11.000c 
10.800c 
11.900¢ 


39 
2.85 
2.60 
2.68 
2.87 
3.24 
3.10 
2.80 
2.65 


373.3 


200,061 
268,056 

92 
943,709 


120.6 


38,747 
1,232,325 
$45,303,898 


44,098 

279 

44,098 
1,307,897 
10,104 
1,297,793 
$44,267,867 


447,650 
447,650 


329,450 


RAK Paw enuadas 


Year 
Ago 


83.1) 


1,642 600 


4,951,000 
5.297 000 
18.324 000 
1,550,000 
5 943 000 
8,144,000 


120,661,0C0 
20.953,000 
55,971,000 
63,168,000 


784.824 
615,440 


$123.055.00CC 
76.276,000 
66,170,000 
10,106,000 


11 
l 


17.325c 
17.550¢ 
103.90Ce 
12 000c 
11 8&0c 
11.000c 


101.60 
113.12 
118.60 
117.40 
112.37 
104.83 
107.98 
114.27 
117.40 
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oo 
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sone 
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339.4 


149.554 
157,613 

77 
238,745 


129.4 


17,682 
503,806 
$20,229,968 


18,698 

141 

18,557 
504,287 
5,410 
498.877 
$17,992,606 


198,090 
198,090 


167,920 


9 
45.779,006 | 
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AMERICAN PETROLEUM INSTITUTE—Month 
of March: 
Total domestic production 
lons each) care ; 
Domestic crude oi] output (bbis.) 
Natural gasoline output (bbis.' 
Benzol output (bbis.) 
Crude oil imports (bbis.) 
Refined preducts imports (bbls.) 
Indicated ceonsumption—domestic and export 
(bbls.) : 
Decrease 


(bbls. of 42-gal- 


all stocks (bbls. ) 


COKE (BUREAU OF MINES) 
Production (net tons) 
Oven coke (net tons) 
Beehive coke (net tons) 
Oven coke stocks at end of 


—Month of Apr.: 


month (net tons) 
COPPER INSTITUTE—For month ol 
Copper production in U. S. A.— 
Crude (tons of 2,000 lbs.) 
Refined (tons of 2,000 ibs.) 
Deliveries to customers 
In U. S. A. (tons of 2,000 Ib 
Refined copper stocks 
(tons of 2,000 Ibs.) 


April: 


end 


EDISON ELECTRIC INSTITUTE: 
Kilowatt-hour sales to ultimate consumers 
month of March (000’s omitted) 
Revenue from ultimate customers 
March 
Number 


month of 


of ultimate customers at March 31 


| METAL PRICES (E, & M. J. QUOTATIONS )— 


Average for Month of 
Copper (per pound) 
Electrolytic domestic 
Electrolytic export 
Lead (per pound) 
Common, New York 
Common, St. Louis 
Silver and Sterling Exchange 
Silver, New York (per ounce) 
Silver, London (pence per ounce) 
Sterling Exchange (Check) 
Zinc (per pound)-——East St. Louis 
Tin (per pound) 
New York Straits 
New Yerk, 99% min. ($$) 
Goid (per ounce U. S. price) 
Quicksilver (per flask of 76 pounds) 
{Antimony (per pound), (E. & M. J.) 
Antimony (per pound), bulk, Laredo 
Antimony (per pound), in cases, Laredo 
Antimony (per pound), Chinese Spot 


June 


refinery 
refinery__e 


Platinum, 
*Cadmium 
tCadmium 
$Cadmium 


refined (per 
(per pound) 
(per pound) 


ounce} 








(per pound) 

Cobalt, 97% 

Aluminum, 99% plus, ingot (per pound) 
Magnesium, ingot (per pound) 

Nickel 


PERSONAL INCOME IN THE UNITED STATES 
(DEPARTMENT OF COMMERCE )—Month 
ot February (in billions): 

Total personal income 
Wage and salary receipts, total 
Total employer disbursements 
Commodity producing industries 
Distributive industries 
Service industries 
Government 
Less employee 
insurance 
Other labor income 
Proprietors’ and rental income 
Personal interest income and dividends 
Total transfer payments 
Total nonagricultural income 


conrtibutions for social 


PORTLAND CEMENT (BUREAU OF MINES)— 
Month of April: 
Production (bbls.) 
Shipment from mills (bbls.) 
Stocks (at end of month) (bbls.) 
Capacity used  __- 


PRICES RECEIVED BY FARMERS — INDEX 
NUMBER — U. S. DEPT. OF AGRICUL- 
TURE August, 1909-July, 1914—100—As 
of Feb. 15: 

Unadjusted— 
All farm products 
Crops 
Food grain __ 
Feed grain and hay 
Tobacco = 
Cotton 
. ase 
Truck crops -___- 
Oil-bearing crops 
Livestock and products 
Meat animals - 
Dairy products - 
Poultry and eggs 


RAILROAD EARNINGS —CLASS [I ROADS 
(ASSOCIATION OF AMERICAN RRS.)— 
Month of April: 

Total operating revenues 

Total operating expenses 

Operating ratio—per cent 

Taxes PE 

Net railway operating income before charges 
Net income after charges (est.)- 


SOFTWOOD PLYWOOD (DEPT. OF 
MERCE )—Month of March: 
Production (M square ft., %-in. equivalent) 
Shipments and consumption (M square ft., 
%-in. equivalent) 
Stocks (M square ft., 
end of month)___--- 
Consumption of logs (M ft. log scale) 
Stocks (M ft. log scale) at end of Month 


COM- 


%-in. equivalent) at 


ZINC OXIDE (BUREAU 
of March: 
Production (short tons) 
Shipments (short tons) ointment 
Stocks at end of month (short tons) 
*Revised figure. 
the producers’ and platers’ quotations. 


OF MINES)—Month 


Colburne, N. S., U. S. duty included. 


tBased on the producers’ 


Latest 
Month 


165,799,000 
151,213,000 
14,569,000 
17,000 
14,482,000 
12,332,000 


216,492,000 
23,879,000 


6,076,045 
5,662,620 
413,425 
700,164 


2,564,513 


1,263,200 
3,289,188 


19.609c 
19.876c 


11.721c 

11.521¢ 
72.614c 
63.409d 

$2.79750 
11.973c 


77.495c 
76.495c 
$35.000 
$70.346 
27.780c 
24.500c 
25.000c 
Nominal 
$66.000 
$2.00000 
$2.07500 
$2.15000 
$1.80000 
17.192c 
20.500c 
40.000c 


m Oo ws W 
= Om UNO Ue 


i) 


Ne UW We 
eeer—y. 


tN 

onr 
NN1HNN 
Orr ON ~) 


18,088,000 
18,375,000 
22,918,000 

85 % 


$713,820,097 
562,625,236 
78.82% 
$74,145,684 
62,216,877 
33,000,000 


235,291 
237,000 


57,361 
100,393 
107,284 


20.680 
16,603 
14,506 


quotation 


$Based on platers’ qvotations. 
tons or more but less than carload lot packed in cases. f.0.b. New York 


$§Tin contained. 


Previous 
Month 


152,681,000 
139,073,000 
*13,587,000 
21,000 
11,499,000 
7,663,000 


189,482,000 
*17,639,000 


26,489 
78,608 
47,881 
49,897 


5 
4 


2 
_ 
2 
5 


*90,335 
113,440 


123,030 


60,276 


2,203,216 


129,500 
145,025 


18.640c 
18.825c 


10.630c 
10.428c 


71.750c 
63.000d 
$2.79750 
10.664c 


76.430c 
75.430c 
$35.000 
$71.000 
27.780c 
24.500c 
25.000c 
Nominal 
$66.000 
$2.00000 
$2.07500 
$2.15000 
$1.80000 
17.000c 
20.500c 
40.000c 


14,238,000 
14,613,000 
* 23,205,000 
66% 


743,325,733 
574,408,276 
77.28% 
$79,801,441 
75,706,315 
51,000,600 


... Thursday, June 8, 1950 


The following statistical tabulations cover production and other figures for the 
latest week or month available. Dates shown in first column are either for the 
week or month ended on that date, or, in cases of quotations, are as of that date: 


Year 
Ago 


174,738,009 
161,955,009 
12,772,009 
11,000 
11,085,009 
5,107,000 


190,375,000 
$317,900 


8.019c 
720: 


3.562c 


71.500c 
43.500da 
$4.02690 
11.880c 


$1.03005 
$1.02000 
$35.000 
$82.200 
41.730c 
38.500c 
39.000c 
Nominal 
$72.000 
$2.000090 
$2.07509 
$2.15009 
Not avail. 
17.000c 
20.500c 
40.000c 


17.682,000 
17.779,008 
22,977,009 

85 7o 


$747 ,280,365 
594,279,367 
79.53% 
$75,091,946 
64,473,901 
40,000,000 


Not avail. 
Not avail 
Not avail 


+Based on the average of 


{Domestic, five 
**F O.B. Port 
ttIncrease—al] stocks. 
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Perils of Chronic 
Deficit Financing 


This is a sound rule. It is a 
rule that applies to us as indi- 
viduals, as corporations, even as 
local and state governments. In 
fact, until our national leaders 
succumbed to the seductive theo- 
ries of John Maynard Keynes in 
the early 30’s our national gov- 
ernment itself subscribed to the 
soundness of this principle. 

Nor did the ordeal of a great 
national emergency constitute in 
the past an acceptable excuse for 
failure to abide by this basic rule. 
As soon as the last shot had been 
fired in the Civil War, our gov- 
ernment resolutely set its face to 
the task of balancing the budget 
and accumulating each year a sur- 
plus with which to reduce the 
public debt. So successfully was 
this program followed that by 
the end of the 70’s the per capita 
national debt had been reduced 
44%. 

Similarly, in the decade after 
the First World War, our national 
Jeaders prided themselves on their 
success in living within their tax 
income and providing each year 
a margin which could be applied 
to the public debt. Again, within 
a matter of a decade, the public 
debt was cut, on a per capita 
basis, approximately 46.6%. 

It should be noted that on both 
these occasions the application of 
this basic rule of prudent finance 
by the government was entirely 
compatible with national prosper- 
ity, industrial expansion, in- 
creased employment, and rising 
living standards. 


Centinuous Government Deficits 

By contrast, our Federal Gov- 
ernment during the last twenty 
years has been in the red eighteen 
times. In only two years during 
the postwar period of flush pros- 
perity was there a surplus avail- 
able for a reduction in the public 
debt. Even this was largely 
fortuitous, being the result of a 
successful loan at the end of the 
war which left our Treasury in 
possession of sufficient funds to 
cut the total of the national debt. 

It is rather shocking to know 
that in the current period—a pe- 
riod during which the country is 
enjoying unprecedented peace- 
time pi osperity, in which the gov- 
ernment has a total tax revenue 
almost as great as the national 
income in 1932, at a time when 
employment is high and business 
prosperous — Uncle Sam never- 
theless finds it impossible to live 
within his means. Furthermore, 
the Chief Executive on several 
official occasions has gone out of 
his way to point out that there 
zre other matters in the political 
firmament more important than a 
balanced budget. 

How can we explain this de- 
parture by Uncle Sam from the 
horse-sense rule of finance which 
governs our private and corporate 
conduct? It is due largely to the 
discovery of a new technique of 
inflation and the exposition of a 
novel theory of public finance 
which has seized the minds and 
the imaginations of many public 
officials and top level scholars. 

In the past whenever a govern- 
ment lived beyond its means, it 
was forced to confess the fact in 
ways which clearly reflected its 
responsibility for inflation. This, 
of course, was poltically embar- 
rassing. The government that 
printed paper money with which 
to meet its bills found itself sub- 
ject to the immediate criticism of 
the gold market. Citizens, know- 
ing that the continued emission of 
paper currency would undermine 
its integrity and value, proceeded 
to redeem it in gold. This rush for 
the greater security of gold in- 
variably led to the early aban- 
conment of the gold standard and 





to a rising premium on gold in 
the free markets of the country. 
Thus, the action of gold and the 
appearance of distinctive new is- 
sues of currency, such as the 
Greenback, constituted an unde- 
niable confession of failure on the 
part of the government. 


Inflation Effects of Deficit 
Financing 


This situation contrasts sharply 
with the present. The govern- 
ment, knowing well what the ef- 
fects of ‘deficit financing would 
be, proceeded to call in all the 
outstanding gold in order to pre- 
vent its citizens from taking the 
obvious step of conversion to pro- 
tect their interests. By so doing 
the government in fact not only 
welshed on its obligations but also 
denied to its citizens a form of 
significant free speech—the free 
speech of the open market place. 
It thus avoided not only the em- 
barrassment of such criticism but 
also a daily, accurate measure of 
the depreciation which the cur- 
rency was suffering. 

Furthermore, due to the gen- 
eral use of checks in the con- 
summation of business transac- 
tions, the government was able 
to obtain its credit by converting 
its own obligations into bank de- 
posits. The Secretary of the 
Treasury, then drawing checks 
against these deposits, found him- 
self using exactly the same me- 
dium for payment that every- 
body else was using. The deposit 
dollars created by Treasury sales 
of bonds to the banking system, 
when circulating in the form of 
checks, are completely indistin- 
guishable from dollars which have 
their origin in more legitimate 
sources. 

When we add to this device of 
government credit the control of 
money markets, the pegging of 
bonds, and the fixing of interest 
rates at levels which fail utterly 
to reflect the credits involved, we 
have a technique which makes the 
path of a government bent on In- 
flation infinitely easier than that 
of its predecessors. - 

The second major explanation 
for chronic deficit financing is to 
be found in the subtle theories by 
which an ideological Pied Piper, 
Lord Keynes, seduced our respon- 
sible leaders in government. Fur- 
thermore, many high ranking 
scholars, abandoning the sound 
moorings of orthodox theory, be- 
came disciples of this new leader. 
It was found that this new pnil- 
osophy could lend itself readily 
to popular exposition. It was an 
exposition that carried conviction 
to the masses, even though its fal- 
lacy was gross and deep-seated. 

The public was told that the 
public debt was a constructive, a 
salutary element in the national 
economy; that the deficit pumped 
money into the buying stream and 
maintained prosperity. It was told 
that the government could not 
possibly go broke; that the rule of 
prudent finance which applied to 
the individual and to the corpora- 
tion could not apply to Uncle Sam. 
Was it not true that Uncle Sam 
had the sovereign power of print- 
ing the means with which to dis- 
charge his own obligations? Since 
this was obvious, how could he 
possibly go bankrupt? Finally, any 
remaining doubts that an older 
generation might have had about 
the ability of a government to 
live with a constantly soaring debt 
was quieted by the assurance that 
“we owe it to ourselves.” 


A Government Can Go Broke 


What can we say about these 
basic illusions? Is it true that a 
chronic deficit pours money into 
the buying stream and maintains 
prosperity? Is it true that a gov- 
ernment cannot go broke? Is it 


true that a rising public debt need 
cause no concern because “we owe 
it to ourselves’? 

It is certainly true that for a 
limited period a government can 
create fhe illusion of high pros- 
perity by spending money which 
it did not collect from taxpayers. 
However, there is no way in which 
that government can escape the 
ultimate, the inevitable compen- 
sation for such a departure from 
sound practice. While creating 
the illusion of prosperity, it is also 
undermining the integrity of the 
currency. Prices go up, the value 
of money goes down. 

It does not take a great deal 
of intelligence or a fancy educa- 
tion to know that this money, un- 
der a program of chronic deficit 
financing, will be worth less to- 
morrow than it is today. Conse- 
quently, anybody with elementary 
horse sense and folding money in 
his pocket will take that money 


and convert it into something that 


possesses substance. In other words, 
inflation presents the appearance 
of high prosperity by inducing 
millions of citizens to make com- 
mitments today which in the or- 
dinary course of events they 
would only make tomorrow. 

It involves, therefore, the main- 
tenance of present high-level ac- 
tivity by borrowing business from 
the future. In the end this decep- 
tion runs out and the country pays 
the penalty in the form of a sharp 


recession. This was true in the 
first classic instance of paper 
money inflation tried by John 


Law in the France of the early 
18th century. The Mississippi Bub- 
ble than burst, with disastrous 
consequences, just as every other 


similar inflationary bubble has 
burst since. 
Regarding the possibility of 


governmental bankruptcy, this is 
merely a matter of terms. It is true 
that Uncle Sam could not go broke 
in the same sense that an indivi- 
dual does. There can be no sei- 
zure of assets under court direc- 
tion; there can be no sheriff’s sale 
and distribution of proceeds to 
creditors. 


Our Monetary System—A Fraud 

However, there are other forms 
of bankruptcy and if we open our 
eyes we can see them today. This 
paper $10 bill which I have car- 
ries the legend: “The United States 
of America will pay to the bearer 
on demand Ten Dollars.” The 
naive citizen who carries this lIOU 
to the Treasury and demands pay- 
ment will, of course, receive an- 
other IOU with precisely the same 
legend. 

As a promissory note this is a 
fraud. If attempted by you or by 
me in our capacity as private citi- 
zens we would go to jail. The gov- 
ernment’s refusal to perform on 
this pledge is a clear indication 
of insolvency, and in any other 
circumstances, with a private debt- 
or, would be clearly regarded as 
such. Uncle Sam here is in the 
position of a debtor who refuses 
to permit a process server to give 
him a summons. 


A pegged government bond 
market is a similar symptom of 
government insolvency. Uncle 


Sam here is refusing to permit an 
open market to reveal the dis- 
count on his obligations which 
would normally occur for the ob- 
ligations of a debtor who persist- 
ently fails to live within his 
means. Such a discount is the pre- 
lude to and the accompaniment of 
the process of insolvency. 


Our instinctive distrust of a 
growing debt has been lulled by a 
subtle, polemic opiate, namely, 
“we owe it to ourselves.” The 
plain fact is that we do not owe 
it to ourselves. The government 
debt is owed by a distinct political 
entity known as the Government 
of the United States to a large 
number of particular individuals 
and institutions in specific 
amounts. It is a_ particularized 
liability flowing from the govern- 
ment to individual citizens and in- 
stitutions. It is in no sense a com- 
munized obligation due from the 
government to all its citizens. 

If this argument, ie., that we 





owe it to ourselves, is good, then 
there is no point in collecting 
taxes because surely these taxes, 
paid by corporations and citizens 
to their political instrument, the 
government, is then paid by us to 
ourselves. Since this would be a 
perfectly silly procedure, it would 
obviously be sound to omit taxes 
entirely. 


Delusions of Deficit Financing 
The danger which a _ chronic 


deficit presents has been ex- 
plained to the American public 
largely in conventional terms. 


Such financing, the public has 
been told, will mean in the end 
higher prices and a dollar of lower 
value. It may eventually, the 
public is told, undermine confi- 
dence in government obligations. 
Both these observations are true 
enough. However, if in the an- 
alysis of this problem we stop 
there, we fail to mention the 
greater, the more serious dangers 
which chronic deficits involve. 

The farmer has been led to ex- 
pect that deficits in some way will 
maintain or even raise the price 
of his products; that continuous 
deficits are an assurance of stable 
or rising incomes. What the farm- 
er does not appreciate is that a 
decline in the value of money 
or a rise in prices will immediate- 
ly place the government on the 
defensive and force it to adopt 
measures which will tend to re- 
lieve it of responsibility. 

The farmer will find food prices 
fixed in order to protect urban 
consumers. He may find it neces- 
sary to sell his total production at 
prices determined, not by open 
market bidding and costs, but by 
the convenience and arbitrary will 
of a government official. The price 
will be determined with an eye 
to political effects rather than 
justice for the producer. 

A similar illusion betrays the 
labor leader. With increased buy- 
ing power released by the gov- 
ernment, he feels safe in using his 


enormous bargaining power in 
securing regular, periodic wage 
increases. To such a_ leader, 
deliberate, progressive inflation 


seems to be a method of under- 
writing his personal position and 
power as a labor leader. It is not 
realized by him or by his fol- 
lowers that real inflation brings 
with it job control and limits on 
wages. 

At certain stages such inflation 
will also bring compulsory bond 
purchases taken out of the wages 
of the worker before his pay en- 
velope is sealed. With real infla- 
tion, the kind which continuous 
deficit financing must ultimately 
assure, the worker loses the power 
of choice; he finds his labor 
directed, his income possibly 
higher tn terms of money but cer- 
tainly lower in terms of real sub- 
stance. Under such control the 
labor leader himself becomes 
largely a contact man whole sole 
function is to help the government 
in applying its control. 

No businessman, remembering 
the experience of the last war, 
can again believe that inflation 
means quick lush profits. He be- 
comes one of the early victims of 
price control. The government 
tells him what he may charge, 
how much profit he shall be al- 
lowed. His markets are restricted. 
He can buy his raw material only 
by filling out government forms. 


More and more of his time is 
spent in exasperating trips to 
Washington. Eventually it be- 


comes necessary to have a fixer 
of some kind, skilled in the de- 
vious procedures of a government 
attempting to avoid the conse- 
quences of its own conduct. 


Banker Marked for Slaughter 


Finally, the banker is marked 
for immediate slaughter. He be- 
comes the first scapegoat to take 
the brunt of blame for higher 
prices. His credit functions are 
increasingly limited and directed 
by officials. Most important of all 
to the planner who is using money 
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and credit to perpetuate tenure 
and increase his power, the 
banker must become the great 
absorber of government bonds 
which can no longer be sold im 
the open market. 

In fulfilling this role as an un- 
limited depository for government 
paper, the banker will lose his 
independence. It is an axiom eof 
banking, enforced by most state 
statutes as well as by standard 
investment practice, that the 
paper of no borrower should ex- 
ceed 10% of the capital of the 
lender. This rule of prudent fe 
nance has long since been aban-- 
doned by the American banker. 
On a consolidated basin, his cur- 
rent statement shows the I O Ws 
of Uncle Sam in his portfolio te 
the extent of six times his total 
capital. When a bank has that 
much out to a single borrower, 
that bank is no longer in control 
of the situation. It is the borrower 
who holds in his hands the fue 
ture of the bank. This is distinet- 
ly the situation today. 

What can the banker do in the 
face of this growing hazard to his 
well-being and future? He may— 
and should—take two steps. 

In the first place, as a leader 
in his community with politieal 
influence far exceeding the single 
vote which he casts, he should 
call this danger to the attention 
ot his clients, his stockholders 
his employees. This government i& 
still responsive to public opinion 
It is a government whose policies 
are still subject to periodic com- 
firmation at the polls. The indi 
vidual remains sovereign. It is up 
to him to make that position good. 

The notion that a government 
can violate the rule of a balanced 
budget which no individual may 
violate with impunity does violence 
to the inherent common sense ef 
the plain man. It should be 
stressed to him that, however, it 
may be disguised, the government 
does not have the power in the 
long run to violate the rule of 
sound finance. In the end the gow 
ernment must pay for its trans 
gressions just as surely as the 
individual does. 

In the second place, our 
bankers, individually and as 
groups, should pay more attention 
to the currency. It is high time 
that this government gave serioug 
thought to the reestablishment of 
the American dollar on a firm, 
convertible gold basis. The fact 
that the dollar is in such great de- 
mand today in all parts of the 
world is not a tribute to its ab- 
solute integrity but reflects rather 
the great productive power of our 
economy and the greater deterio- 
ration of other currencies. 


The gold standard does act as a 
wholesome discipline upon the ae- 
tion of the state. Were this not the 
case, our government today would 
permit free markets in gold and 
could consider a return to conver-- 
tibility. It is precisely because the 
government has further financial 
monkey business in mind and does 
not wish to subject itself to the 
authentic discipline of a real gold 
standard that it refuses to permit 
free trading in gold or to con- 
sider a return to an honest gold 
standard. 

While the country is preoe- 
cupied with the danger of a pos- 
sible war with Russia, it must not 
forget the more immediate peril 
at home. It is possible that this 
external threat is exaggerated. It 
is well known that governments 
in the past have used such a threat 
in order to divert public opinion 
from pressing domestic issues and 
for the purpose of getting addi- 
tional political power which under 
other circumstances could not be 
exercised. The immediate danger 
here is presented by continued | 
deficits and a failure to return to 
honest money. These are visible, 
direct issues on which the public 
should express itself. It should be 
the duty of every banker to lead 
the way. 
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Securities Now in Registration 


Allied Electric Products, Inc. (6/19-23) 
May 24 filed 160,000 shares of preferred stock (par $6) 
and 100,000 shares of common stock (par $1), to be 
offered in units of one preferred share and one-half 
share of common at $7.50 per share; remaining 20,000 
common shares at $4.50 per share. Underwriter—Hill, 
Thompson & Co., New York City. Proceeds—For equip- 
ment, construction, raw materials and working capital. 

American Cladmetals Co. (6/12-16) 
March 31 filed 480,000 shares of common stock (par 
$1). Price—$1.50 per share. Underwriter—Graham & 
Co., Pittsburgh and New York. Preceeds—To install 
additional facilities and for working capital. Expected 
next week. 

American-Marietta Co., Chicago 
April 28 filed 50,¥26 shares of common stock (par $2) 
being offered to holders of 50,926 shares of capital stock 
of United Brick & Tile Co., Kansas City, to complete 
acquisition of this company. Offer expires Aug. 1. Under- 
writer—None. H. M. Byllesby & Co., Chicago, will serve 
as dealer-manager for soliciting United Brick stock- 
holders. Statement effective May 19. 


American Metal Products Co. (6/8) 
May 19 filed 426,000 shares cf common stock (par $2). 
Price—To be filed by amendment. Underwriter—Rey- 
nolds & Co. Preceeds—To go to selling stockholders. 


American Textile Co., Inc., Pawtucket, R. I. 
April 26 (letter of notification) 10,000 shares of common 
capital stock (par $10). Price—$15 per share. Under- 
writer—None. Proceeds—To provide additional funds. 
Office—P. O. Box 637, Pawtucket, R. I. 


@® American United Securities, Inc., Houston, Tex. 
May 25 (letter of notification) 500 10-year profit-sharing 
debentures of $500 face value each. Price—At par, pay- 
able in five annual instalments of $100 each. Underwriter 
—None. Proceeds — To be invested in U. S. Treasury 
bonds. Office—1110 Bissonnet St., Houston, Tex. 

Ampal-American Palestine Trading Corp. 

April 10 filed $3,000,000 of 10-year 3% sinking fund de- 
bentures. Underwriter — Israel Securities Corp., New 
York. Proceeds—To increase working capital to be used 
for enterprises in Israel. Business—Developing the eco- 
nomic resources of Israel. 

Arkansas Power & Light Co. (6/19) 

May 23 filed $6,000,000 of first mortgage bonds due 1980 
and 155,000 shares of cumulative preferred stock (par 
$100). Underwriters—to be determined by competitive 
bidding. Probable bidders for bonds: Halsey, Stuart & 
Co. Inc.; Equitable Securities Corp. and Central Republic 
Co. (jointly); White, Weld & Co.; First Boston Corp. 
and W. C. Langley & Co. (jointly); Lehman Brothers; 
Union Securities Corp.; White, Weld & Co.; Merrill 
Lynch, Pierce, Fenner & Beane. Probable bidders for 
preferred stock: First Boston Corp. and W. C. Langley 
& Co. (jointly); Equitable Securities Corp.; and White, 
Weld & Co. (jointly); Union Securities Corp.; First Bos- 
ton Corp.; Lehman Brothers. Proceeds—To be applied 
to (a) redemption on Aug 1, 1950, at $110 per share plus 
dividend accruals, of all the 47,609 shares of outstanding 
$7 preferred and 45,891 shares of outstanding $6 pre- 
ferred; (b) the prepayment of $5,000,000 of 2% serial 
notes held by Central Hanover Bank & Trust Co.; and 
(c) the carrying forward of the company’s construction 
program. Bids—Tentatively expected at noon (EDT) on 
_ June 19 with offering on June 20. 

Arkansas Western Gas Co. 

May 2 (letter of notification) 28,948 shares of common 
stock (par $6) to be offered at $10 per share to holders 
of warrants at the rate of one share for each nine now 
held. No underwriter. Proceeds for construction. Office 
—28 E. Center Street, Fayetteville, Ark. 

Associated Natural Gas Co., Tulsa, Okla. 
March 14 (letter of notification) 2,500 shares of common 
stock at $100 per share. No underwriter. Proceeds to 
build a natural gas transmission line. Office—105 N. 
Boulder, Tulsa, Okla. 

@ Associated Telephone Co., Ltd. 

May 29 filed 125,000 shares of 5% preferred stock, 1947 
series (par $20). Underwriters—To be named by amend- 
ment. Probable underwriters: Paine, Webber, Jackson & 
Curtis; Stone & Webster Securities Corp.; Mitchum, Tully 
« Co. Preceeds — For construction program. Expected 


4 


t s§ month. 
Atlas Corp. 


April 26 filed 1,924,011 shares of common stock (par $5) 
to »%e issuable by corporation if all outstanding option 
v rants are exercised. Underwriters—None. 
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@ Atlas Products Corp., Mayaguez, Puerto Rico 
May 31 (letter of notification) 60,000 shares of class A 
common stock. Price—At par ($5 per share). Underwriter 
—None. Proceeds — To finance producuo:n of work 
gloves. =" 


Ballentine Grocery Stores, Easley, S. C. 
May 15 (letter of notification) 1,000 shares of common 
stock, par value $100, to be sold officers and directors 
at par ($100 per share) and 4,000 shares of 6% pre- 
ferred stock, to be offered to the public at $100 per 
share. Underwriter— None. Proceeds—To improve 
stores and add new stores. 


Bluegrass Life Insurance Co., Louisville, Ky. 
March 10 (letter of notification) 100,000 shares of com- 
mon stock at $2.50 per share. No underwriter. Proceeds 
for minimum operation capital. Office—Marion E. Tay- 
lor Bldg., Louisville, Ky. 


Cc. i. T. Financial Corp. (6/14) 
May 25 filed 125,000 shares of common stock (no par). 
Price—To be related to the going market price on the 
New York Stock Exchange. Underwriters—Kuhn, Loeb 
& Co.; Dillon, Read & Co., Inc., and Lehman Brothers. 
Proceeds—To selling stockholder. 


California Electric Power Co. 
May 8 filed $2,000,500 first mortgage bonds due 1980. 
Underwriter—Awarded June 7 to Halsey, Stuart & Co. 
Inc. on its bid of 100.921 for a 2%% coupon. To be re- 
offered at 101.75 and interest. Proceeds—To finance in 
part property expenditures for 1950 and 1951. 


Canam Mining Corp., Ltd., Vancouver, B. C. 
Aug. 29 filed 1,000,000 shares of no par value common 
stock. Price—800,000 shares to be offered publicly at 
80 cents per share; the remainder are registered as “bonus 
shares.” Underwriter—Reported negotiating with new 
underwriter. Proceeds—To develop mineral resources. 
Statement effective Dec. 9. Indefinite. 


Central Fibre Products Co., Inc., Quincy, Ill. 
May 22 (letter of notification) 4,200 shares of non- 
voting common stock (par $5). Price—$23 per share. 
Underwriter—Bosworth, Sullivan & Co., Denver, Colo. 
Proceeds—To selling stockholders. 


Christina Mines, Inc., N. Y. City 
May 24 filed 400,000 shares of common stock (par 50 
cents). Underwriter None. Price—$1 per share. Proceeds 
—For exploration on 6,435 acres of copper, gold and 


silver mining property in Cuba and mining and shipment 
of ore. 


Cincinnati & Suburban Bell Telephone Co. 
May 2 filed 234,856 shares of common stock being offered 
stockholders of record May 26 at rate of one share for 
each three held; rights to expire July 3. Price—At par 
($50 per share). Underwriter—None. Proceeds—For 
expansion and to reduce bank loans incurred for con- 
struction. Statement effective May 22. 


Citizens Telephone Co., Decatur, Ind. 
April 27 (letter of notification) 3,000 shares of 4%% 
preferred stock, non-convertible. Price—At par ($100 
per share). Underwriter—None. Proceeds—For plant 
additions and conversion to dial operations. Office— 
240 W. Monroe St., Decatur, Ind. 


Clarostat Manufacturing Co., Inc. 
May 4 (letter of notification) 44,000 shares of common 
stock (par $1) offered to warrant holders at $4.50 per 
share. No underwriter. Proceeds for working capital. 
Office—70 Pine St., New York, N. Y. 


Columbia Gas System, Inc. (6/20) 
May 26 filed $110,000,000 of debentures, series A, due 
June 1, 1975. Underwriters—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Morgan Stanley & Co.: Salomon Bros. & Hutz- 
ler; Lehman Brothers; Merrill Lynch, Pierce, Fenner & 
Beane. Proceeds—To redeem $14,000,000 of 1%% serial 
debentures and $77,500,000 of 344% debentures due 1971; 
and $17,500,000 for construction program. Bids—To be 


invited around June 14 and opened at 11:30 p.m. (EDT) 
on June 20. 


@ Combustioneering Inc., Cincinnati, Ohio 
June 5 filed 30,000 shares of class A capital stock. Under- 
writer—None named as yet. Price—$100 a share. Pro- 
ceeds—For offices and equipment, expenses and working 
capital. Business—Research in field of smelting and 
heating-treating of metals. 

Commonwealth Natural Gas Corp. 
May 26 filed an estimated 250,000 shares of common 
stock (par $5) of which 38,750 shares are firs to be 
offered to common stockholders on a share-for-share 
basis. Underwriters—Scott & Stringfellow and Ander- 
son & Strudwick. Price—To be supplied by amendment. 
Proceeds—To build a pipeline, to cover financing costs 
and provide working capital. 
@ Continental Commercial Corp., Pittsburgh, Pa. 
June 1 (letter of notification) 30,039 shares of common 
stock. Price—$3.50 per share. Underwriter—None. Pro- 
ceeds—To be added to working capital. Office—5526 
Penn Ave., Pittsburgh 6, Pa. 


®@ Crown Capital Corp., Wilmington, Del. 

May 26 (letter of notification) $50,000 of 5% sub- 
ordinated debentures due May 1, 1980, to be issued in 
exchange for 26,288 shares of class B commor stock of 
American Business Credit Corp., which will -be held as 
an investment. Underwriter—Hodson & Co., Inc., New 
York, N. Y. 


@ INDICATES ADDITIONS 
SINCE PREVIOUS ISSUE 


Dallas Power & Light Co. (6/14) 
May 10 filed $24,500,000 of first mortgage bonds, due 
1980. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Equitable Securities Corp.; Lehman Brothers; First Bos- 
ton Corp.; Union Securities Corp.; Kidder, Peabody & 
Co., Blyth & Co., Inc. and Merrill Lynch, Pierce, Fenner 
& Beane (jointly). Proceeds—To retire $16,000,000 of 
first mortgage bonds, pay note indebtedness and for con- 
struction. Bids — Expected to be received up to noon 
(EDT) on June 14. Statement effective May 29. 
® Dayton Power & Light Co. (6/21) 
May 31 filed 75,000 shares of cumulative preferred stock, 
series C (par $100). Price—To be filed by amendment. 
Underwriters—Morgan Stanley & Co. and W. E. Hutton 
& Co. Proceeds—For 1950 construction program. 

(The) Dean Co., Chicago 
April 10 (letter of notification) 1,000 shares of common 
stock. Price—At par ($10 per share. Underwriter— 
Boettcher & Co., Denver and Chicago. Proceeds—For 
general corporate purposes. Offering—Only to residents 
of Illinois. 


Delemar Mining & Recovery Co., Spokane, Wash. 
May 1 (letter of notification) 1,600,000 shares of class A 
stock and 400,000 shares of class B stock, Price—At par 
(10¢ per share for both classes). No underwriter. Pro- 
ceeds to set up pilot mill, buy machinery, and operate 
mill and mine. Office—237 E. Sprague Ave., Spokane, 
Wash. 


Dome Exploration (Western) Ltd., 
Toronto, Canada 

Jan. 30 filed $10,000,000 of notes, due 1960, with interest 
at 1% in the first year, 2% in the second year, and 
3% thereafter, and 249,993 shares of capital stock (par 
$1). To be sold to 17 subscribers (including certain part- 
ners of Carl M. Loeb, Rhoades & Co., State Street Invest- 
ment Corp. and State Street Research & Management 
Co.) Underwriter—None. Proceeds—For general funds. 
Business—To develop oil and natural gas properties in 
Western Canada. 


® Dryomatic Corp., Alexandria, Va. 

May 29 (letter of notification) 100 shares of 6% cumula- 
tive non-voting preferred stock (par $100) and 500 shares 
of common stock (par $1). To be sold in units of one 
preferred share and five common shares at $105 per unit. 
No underwriter. Proceeds for working capital. Office— 
812 No. Fairfax St., Alexandria, Va. 


Equitable Gas Co., Pittsburgh, Pa. 

May 23 filed $3,000,000 of 20-year 3%.% sinking fund 
debentures, due March 1, 1970, to be sold by The Phila- 
delphia Co. from its present holdings. Underwriter—To 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Kuhn, 
Loeb & Co. and Smith, Barney & Co. (jointly); Harri- 
man Ripley & Co., Inc.; Kidder, Peabody & Co., Merrill 
Lynch, Pierce, Fenner & Beane and White, Weld & Co. 
(jointly); Glore, Forgan & Co.; Lee Higginson Corp. 
Proceeds—To retire 100,000 outstanding shares of $6 
cumulative preference stock by Philadelphia Co. Ex- 
pected this month. 


@ First Springfield Corp., Springfield, Mass. 
May 29 (letter of notification) 5,471 shares of common 
stock. Price—$15 per share. Underwriter — Springfield 
Mortgage Corp., Springfield 3, Mass. Proceeds — For 
working capital. 


Fleetwood Airflow, Inc., Wilkes-Barre, Pa. 
April 20 (letter of notification) 107,050 shares of com- 
mon stock (par 50 cents). Price—$1 per share. Under- 
writer — None. Proceeds— From $79,050 for working 
capital, remaining $28,000 being offered to six creditors 
in payment of debt. Office—421 No. Pennsylvania Ave., 
Wilkes-Barre, Pa. Expected next week. 


@ Foam & Fabric Center, Inc., Akron, Ohio 

June 2 (letter of notification) 1,000 shares of 2% non- 
cumulative common stock (par $500); 1,000 shares of 
class A common stock (par $1); and 1,000 shares of 
class B common stock (par $100, all to be sold at par. 
No underwriter. Proceeds for organizational expenses. 
Office—483 Kenmore Blvd., Akron, O. 


Front Range Mines, Inc., Denver, Colo. 

May 19 (letter of notification) 176,000 shares of com- 
mon stock (par $1) to be sold at $1.25 per share, of 
which 110,000 are for the account of the company and 
66,000 for the account of John Deerksen, President. 
Underwriter—Blair F. Claybaugh & Co., Harrisburg, 
Pa. Proceeds—To company for working capital and pay- 
ment of obligations. 


@ Front Range Mines, Inc., Denver, Colo. 

June 2 (letter of notification) 100,000 shares of common 
capital stock (par $1). Price—$1.25 per share. Under- 
writer—Blair F. Claybaugh & Co., New York. Proceeds 
—For operating capital. 


Gatineau Power Co., Ottawa, Canada (6/15) 
May 26 filed 600,000 shares of no-par common stock, to 
be offered by International Hydro-Electric System, first 
to holders of International Electric’s matured and par- 
tially retired 6% debentures and then to the public. 
Underwriters—Merrill Lynch, Pierce, Fenner & Beane; 
Kidder, Peabody & Co., and Harriman Ripley & Co., 
Inc., will take 340,000 shares, with an option on 260,000. 
Price—To be supplied by amendment. Proceeds—To 
be applied to retirement of all 6% debentures not ex- 
changed. No proceeds to Gatineau. 
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@® Gearko, Inc., New York 

May 29 (letter of notification) 106,000 shares of common 
stock (par 1 cent). Price—50 cents per share. Under- 
writer—Gearhart, Kinnard & Otis, Inc. Proceeds—For 
acquisition of equipment, working capital and general 
corporate purposes. Offered semi-privately on June 6. 


@ General Finance Corp., Chicago, Ill. 

May 26 (letter of notification) 50,000 shares of common 
stock (par $1) to be offered to employees. Price—$5.75 
per share. Underwriter—None. Proceeds—For working 
capital. Office—184 West Lake St., Chicago 1, Ill. 


General Radiant Heater Co., Inc. (6/12-15) 
May 3 filed 170,000 shares of common stock (par Z5¢). 
Price—$3 per share. Underwriter—Mercer Hicks Corp., 
New York. Proceeds—For plant and warehouse, adver- 
tising research, working capital, etc. 


® Globe Hill Mining Co., Colorado Springs, Colo. 
May 26 (letter of notification) 5,885,000 shares of com- 
mon stock. Price—At par (one cent per share). Under- 
writers—George C. Carroll Co., Denver; Inter-Mountain 
Shares, Inc., Denver; and M. A. Cleek, Spokane, Wash. 
Proceeds—For mining equipment. 


@® Globe-Union, Inc., Milwaukee, Wis. 

May 29 (letter of notification) 10,000 shares of capital 
stock (par $5) to be sold at $10 per share to employees 
under a profit-sharing plan. No underwriter. Proceeds 
—For general corporate purposes. 


Gloeckler (H.) Associates, Inc. 
May 11 (letter of notification) 30,000 shares of common 
stock (par $1), of which 20,000 shares are to be offered 
publicly at $5 per share and 10,000 shares to employees 
at $2.50 per share. Underwriter—None. Proceeds—For 
expansion program and for working capital. Office— 
155 East 44th St., New York 17, N. Y. 


® Godfrey Food Co., Inc., San Marino, Calif. 

May 26 (letter of notification) 3,000 shares of non-par- 
ticipating, 6% cumulative preferred stock (redeemable at 
$52.50). Price—At par ($50 per share). Underwriter— 
None. Proceeds—To retire bank indebtedness and pro- 


vide working capital. Office—2304 Huntington Drive, San 
Marino, Calif. 


® Goldblatt Bros., Inc., Chicago, Ill. 

May 26 (letter of notification) $300,000 in interest in a 
profit-sharing plan, to be paid for by employees at the 
rate of 5% of their compensation, but not more than $250 
per year. No underwriter. Proceeds—For investment as 
provided by the trust agreement. Office—333 So. State 
St., Chicago, Ill. 


Grant (W. T.) Co., New York City 
April 3 filed 118,935 shares of common stock (par $5). 
No underwriter. These shares will be sold to employees 
from time to time under terms of an Employees Stock 
Purchase plan approved on April 18. Proceeds—To be 
added to general funds for corporate purposes. Price— 
Not less than $22 a share. Statement effective May 1. 


Granville Mines Corp., Ltd., British Columbia, 
Canada 
Feb. 16 filed 100,000 shares of common non-assessable 
stock (par 50c). Price—35c per share. Underwriter— 
None. Proceeds—To buy mining machinery and for 
working capital. Statement effective May 10. 


Gulf Atlantic Transportation Co., Jacksonville, 
Florida 

May 27, 1949, filed 620,000 shares of class A partic. ($1 
par) stock and 270,000 shares (25c par) common stock 
Offering—135,000 shares of common will be offered for 
subscription by holders on the basis of one-for-two at 
25 cents per share. Underwriters—Names by arnendment 
and may include Blair, Rollins & Co., Inc.; John J. Ber- 
gen & Co. and A. M. Kidder & Co. on a “best efforts 
basis.” Price—Par for common $5 for class A. Proceeds 
—To complete an ocean ferry, to finance dock and term- 
inal facilities. to pay current ‘obligations, and to provide 
working capital. Statement effective May 10. 


Hartford Electric Light Co., Hartford, Conn. 
May 18 (letter of notification) 2,490 shares of common 
stock (par $25), to be sold to employees only. Price— 
$47 per share. Underwriter—None. Proceeds—For gen- 
eral corporate purposes. 


Higgins, Inc., New Orleans, La. 
May 23 (letter of notification) 300,000 shares of common 
stock to be sold to present stockholders. Price—At par 
($1 per share). Underwriter—None. Proceeds—For gen- 
eral purposes. Office—Industrial Canal Plant, New Or- 
leans, La. 


indiana & Michigan Electric Co. (6/19) 

May 19 filed $20,000,000 of 30-year first mortgage bonds, 
due 1980. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; First Boston Corp.; Union Securities Corp.; Harri- 
man Ripley & Co., Inc. Bids—Expected to be received at 
noon (EDT) on June 19. Proceeds—To pay bank notes 
and for construction. 


industrial Stamping & Mfg. Co., Detroit 
May 15 filed $500,000 of first mortgage 5% sinking fund 
bonds, due 1967, with warrants to purchase 60,000 shares 
of common stock. Underwriter—P. W. Brooks & Co., 
Inc., New York. Price—100% of principal amount. Pro- 
ceeds—To pay mortgage, buy machinery and for addi- 
tional working capital. Business—Stampings and as- 
semblies for automotive, refrigeration, household appli- 
ance and other industries. To be offered later this month. 


@® Infra Roast, Inc., Boston, Mass. 
May 26 (letter of notification) 92,970 shares of common 
stock to be sold at par ($1 per share). No underwriter. 
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Proceeds—To pay debts and assemble and test new ma- 
chines. Office—84 State St., Boston, Mass. 


international Packers, Ltd. 
May 11 filed 2,000,000 shares of common stock (par $15) 
and certificates of deposit for these shares which will 
be offered on a share-for-share exchange basis for out- 
standing stock in Compania Swift Internacional Sociedad 
Anonima Comercial, an Argentine corporation. The 
initial exchange offer will become effective July 19 if a 
minimum of 1,650,001 shares of Swift International has 


been tendered and accepted. No underwriter, Statement 
effective May 31. 


Kansas City Diced Cream Co., Kansas City, Mo. 
May 17 (letter of notification) 300,000 shares of common 
stock. Price—At par ($1 per share). Underwriter—None. 
Proceeds—For plant rehabilitation and working capital. 
Office—325 East 31st St., Kansas City, Mo. 


Kansas City Power & Light Co. (6/20) 
May 19 filed $15,000,000 of 30-year first mortgage bonds, 
due 1980. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Glore, Forgan & Co. and W. C. Langley & Co. 
(jointly); White, Weld & Co., Shields & Co. and Central 
Republic Co. (jointly); Lehman Brothers and Bear, 
Stearns & Co. (jointly); The First Boston Corp.; Equi- 
table Securities Corp.; Smith, Barney & Co.; Kuhn, 
Loeb & Co., Salomon Bros. & Hutzler and Union Secu- 
rities Corp. (jointly); Harriman Ripley & Co. Proceeds 
—To retire $4,822,500 of bank loans and for construction 
program. Stockholders will vote June 8 on approving 


increase in funded debt. Expected about noon (EDT) on 
June 20. 


® Kentucky Utilities Co., Lexington, Ky. 

June 2 filed $3,500,000 of first mortgage bonds, series C, 
due July 1, 1980 and 30,000 shares of 454% cumulative 
preferred stock (par $100). Underwriter—For the bonds, 
to be determined by competitive bidding. For the pre- 
fererd stock, underwriters’ names to be supplied by 
amendment, along with the price and underwriting 
terms. Probable bidders for bonds: Halsey, Stuart & Co., 
Inc.; Kidder, Peabody & Co.; Union Securities Corp. and 
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Merrill Lynch, Pierce, Fenner & Beane (jointly); Equit- 
able Securities Corp.; Blyth & Co., Inc.; The First Bos- 
ton Corp. and Lehman Brothers (jointly); Harriman Rip- 
ley & Co., Inc. Probable bidders for preferred issue: 
Union Securities Corp. and Merrill Lynch, Pierce, Fen- 
ner & Beane (jointly); Kidder, Peabody & Co.; White, 
Weld & Co.; Lehman Brothers and Lazard Freres (joint- 


ly); A. G. Becker & Co., Inc. Proceeds—For property 
additions. 


Lamston (M. H.), Inc., New York City 
May 19 (letter of notification) 1,200 shares of common 
stock at market (approximately $9 per share). Proceeds 
go to selling stockholders. Underwriters—To be offered 
through Childs, Jeffries & Thorndike, New York, N. Y. 


Libbey-Owens-Ford Glass Co. 
May 19 (letter of notification) 6,380 shares of common 
stock (no par) to be offered to employees at $26.25 per 
share. No underwriter. Proceeds—For general purposes. 


Link-Belt Co., Chicago 
April 27 filed 10,002 shares of common stock (no par) 
offered only to officers and employees of the com- 
pany and its subsidiaries. Underwriter—None. Price— 
$61 per share. Proceeds—For working capital. Statement 
effective May 17. 


Louisiana Power & Light Co. (6/19) 
May 23 filed 90,000 shares of preferred stock (par $100). 
Underwriters—To be determined by competitive bidding. 
Probable bidders: W. C. Langley & Co. and First Boston 
Corp. (jointly); Blyth & Co., Inc.; Equitable Securities 
Corp.; Kidder, Peabody & Co. and Merrill Lynch, Pierce, 
Fenner & Beane (jointly); Lehman Brothers; Union Se- 
curitiesc Corp. Proceeds—To be used to redeem, at $110 
per share plus dividend accruals, the 59,422 shares of 
outstanding $6 preferred stock, and for construction 
and other purposes. Bids—Tentatively expected at noon 
(EDT) on June 19 with offering on June 20. 


@® Loven Chemical of California, Newhall, Calif. 

May 31 (letter of notification) 282,250 shares of capital 
stock. Price—At par ($1 per share). Underwriter—Floyd 
A. Allen & Co., Inc., Los Angeles, Calif. Proceeds—To 
buy land, build a plant and equip it to produce so-called 
“impact” plastics. Office—244 S. Pine St., Newhall, Calif. 


Magicone Corp., Chicago, Ill. 
May 18 (letter of notification) 4,000 shares of 6% cumu- 
lative convertible preferred stock (par $25) and 12,100 
shares of common stock (par $1) of which 4,000 units of 
one preferred and one common share will be offered 
for cash at $26 per unit; the remaining 8,100 common 
shares will be exchanged for patent rights covering the 
right to manufacture an ice cream dispenser. No under- 
writer. Proceeds to develop and promote ice cream 
dispensers and for working capital. Office — 333 N. 
Michigan Ave., Chicago, Il. 


Market Basket, Los Angeles, Calif. 
May 17 (letter of notification) 25,529 shares of common 
stock (par 50 cents) to be offered common stockholders 
of record May 22 on a 1-for-10 basis; rights expire June 
12. Price—$10 per share. Underwriter—None. Proceeds 
—For store fixtures, equipment, inventory and working 


capital. Office—6014 South Eastern Ave., Los Angeles 22, 
Calif. 


Mathieson Hydrocarbon Chemical Corp., 
Baltimore, Md. 
May 2 filed 522,667 shares of common stock (par $1), 
of which 466,667 shares are offered to common stock- 
holders of Tennessee Gas Transmission Co. up to June 
14, exclusive, at the rate of one share for each 10 held 
as of May 25 and the remaining 56,000 shares will be 
offered to the Trustee of the Thrift Plan of the Tennes- 
see Gas Transmission Co. Price—To stockholders $10.50 
per share, to Thrift Plan Trustee, $10 per share. Under- 
writers—Stone & Webster Securities Corp. and White, 
Weld & Co. Proceeds—To build, equip and operate a 
plant. Business—Manufacture of ethylene glycol and 


other organic chemical products. Statement effective 
May 29. 


Mayer (Oscar) & Co., Inc., Chicago, Ill. 
May 22 (letter of notification) 25,000 shares of common 
stock (par $10) to be sold to employees at $12 per share. 
No underwriter. Proceeds for working capital. 


Metrogas, iInc., Chicago, Ill. 
May 22 (letter of notification) 1,344 shares of common 
stock (no par), to be offered to shareholders at $56.50 
per share. Rights will expire on June 30. No underwriter. 
Proceeds to repay obligations and purchase equipment. 
Office—22 West Monroe St., Chicago, II1. 


@® Mid-West Equipment Co., Detroit, Mich. 

June 2 (letter of notification) 3,148 shares of common 
stock. Price—$1 per share. Underwriter—Greenfield, Lax 
& Co., Inc., New York, N. Y. Proceeds—To Greenfield, 
Lax & Co., Inc. 


@® Middle South Utilities, Inc. 

June 1 filed 400,000 shares of common stock (no par) to 
be offered to preferred stockholders of three subsidiaries 
—Arkansas Power & Light Co., Louisiana Power & Light 
Co. and Mississippi Power & Light Co. Underwriter— 
The name of a “dealer-manager” will be filed by amend- 
ment, as well as the exchange rate. The following may . 
submit bids: Kidder, Peabody & Co.; Merrill Lynch, 
Pierce, Fenner & Beane; First Boston Corp.; Union Se- 
curities Corp. Deposits—May be accepted between June 
26 and July 14. (See also listings of Arkansas, Louisiana 
and Missisisppi companies elsewhere in these columns.) 


Continued on page 36 
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Middiesex Water Co., Newark, N. J. 
Feb, 9 (letter of notification) 5,200 shares of common 
stock offered to common stockholders of record March 17 
at $50 per share on a one-for-five basis. Underwriter— 
Clark, Dodge & Co. Proceeds—To pay notes and for 
additional working capital. Expected this month. 


Miller (Walter R.) Co., Inc. 
March 6 (letter of notification) 1,000 shares of 6% 
cumulative preferred stock at par ($100 per share). Un- 
derwriter—George D. B. Bonbright & Co., Binghamton, 
N. Y. Proceeds—To assist in acquisition of 1216 shares 
of company’s common stock. 


Mississippi Power & Light Co. (619) 

May 23 filed $7,500,000 of first mortgage bonds due 1980 
and 85,000 shares of cumulative preferred stock (par 
$100). Underwriters—To be determined by competitive 
bidding. Probable bidders for preferred: W. C. Langley 
& Co. and First Boston Corp. (jointly); Blyth & Co., Inc.; 
White, Weld & Co. and Kidder, Peabody & Co. (jointly); 
Equitable Securities Corp. and Shields & Co. (jointly); 
Lehman Brothers; Union Securities Corp. Probable bid- 
ders for bonds: Halsey, Stuart & Co. Inc.; Carl M. Loeb, 
Rhoades & Co. and Lee Higginson (jointly); Equitable 
Securities Corp. and Shields & Co. (jointly); Merrill 
Lynch, Pierce, Fenner & Beane; W. C. Langley and First 
Boston Corp. (jointly); Union Securities Corp.; White, 
Weld & Co. and Kidder, Peabody & Co. (jointly). Pro- 
eceeds—To be used to redeem at $110 per share plus 
dividend accruals, the outstanding 44,476 shares of 
$6 preferred, to pay off $3,450,000 of 2% serial notes due 
1952 to 1956, and for construction and other corporate 
purposes. Bids—Tentatively expected at noon (EDT) on 
June 19 with offering on June 20. 


Mohawk Business Machines Corp. 
May 19 (letter of notification) 6,668 shares of common 
stock (par 10¢). Price—$1 per share. Underwriter— 
Jacquin, Bliss & Stanley, New York. Proceeds—To sell- 
ing stockholder. 


® Montana-Canadian Oil Corp. (6/14) 
May 26 (letter of notification) 98,000 shares of common 
stock (par 10 cents). Price—$3 per share. Underwriter— 


S. B. Cantor Co., New York City. Proceeds—To complete 
and drill oil wells. 


® Mutual Development Association, Inc., Seattle, 
Washington 
May 25 (letter of notification) 15,000 shares of non-vot- 
ing, non-assessable 6% cumulative preferred stock (par 
$10); 12,000 shares of non-voting, non-assessable, 6% 
cumulative class A common stock (par $10); and 3,000 
shares of non-assessable, voting, 6% non-cumulative 
class B common stock (par $10) to be sold at $10 per 
share. Directors and officers of the company are acting 
as underwriters. Proceeds—For real estate investment, 


mortgage finance, or general corporate purposes. Office 
—849 20th Ave., Seattle, Wash. 


® National Tank Co., Tulsa, Okla. 

May 31 (letter of notification) 5,000 shares of common 
stock to be sold at $19 per share by Jay P. Walker, sell- 
ing stockholder. No underwriter. Office — 3100 Sand 
Springs Road, Tulsa, Okla. 


Niagara Mohawk Power Corp. 

May 23 filed 189,263.1 shares of $1.20 cumulative class A 
stock (no par), to be offered for sale by The United 
Corp., New York holding company, “in ordinary broker- 
age transactions from time to time on the New York 
Stock Exchange at current market prices through regular 
members of such Exchange.” Underwriter—None. Pro- 
eeeds—To The United Corp. 


Norlina Oil Development Co., Washington, D. C. 
March 28 filed 600 shares of capital stock (no par.) To 
offer only sufficient shares to raise $1,000,000 at $5,000 
per share. No underwriter. Proceeds to be used to ex- 


plore and develop oil and mineral leases. Statement ef- 
fective May 22. 


North Western Coal & Oil Ltd., Calgary, Ala., 
Canada 

April 6 filed 2,200 basic units of $250 face amount each 
of production trust certificates, or an aggregate principal 
amount of $550,000, Canadian funds. Underwriter—Israel 
and Co., New York City. Price—$123.75 (U. S. funds) 
per $250 unit. Proceeds—For equipment, working capital 
and current liabilities. Statement withdrawn May 3. 


. Northern Illinois Coal Corp., Chicago 

May 10 (letter of notification) up to 2,000 shares of 
common stock (no par) to be sold at the market price 
{between $20 and $22 per share) by T. Howard Green, 
a Vice-President of the company. Underwriter—Faroll 
& Co., Rogers & Tracy and Shields & Co., Chicago. 


Northern indiana Public Service Co. 
May 12 filed 421,145 shares of common stock (no par) 
being offered to stockholders of record May 29 at the 
rate of one share for each six held. Rights expire 
June 19. Underwriters — Central Republic Co., Inc.; 
Blyth & Co., Inc., and Merrill Lynch, Pierce, Fenner & 


Beane. Price—$20.12'2 per share. Proceeds—For con- 
struction. Statement effective June 2. 


® WNorthern Insurance Co., N. Y. City (6/20) 

June 1 filed 80,000 shares of capital stock (par $12.50) 
to be first offered to present stockholders on a share- 
for-share basis about June 20 with rights expected to 
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expire on July 10. Price to be filed by amendment. Un- 
derwriters — First Boston Corp. and Wood, Struthers & 
Co. Proceeds—To increase capital and surplus. 


Northern Natural Gas Co. (6/12) 

May 9 filed $40,000,000 of serial debentures due 1953- 
1970. Underwriters—To be determined by competitive 
bidding. ‘ Probable bidders: Halsey, Stuart & Co. Inc.; 
Blyth & Co., Inc.; The First Boston Corp.; Kidder, Pea- 
body & Co. Proceeds—For expansion and to repay prom- 
issory notes. Bids—Will be received by company, C/O 
Pam, Hurd & Reichmann, 231 So. La Salle St., Chicago 
4, Ill., up to 11 a.m. (CDT) on June 12. Statement effec- 
tive May 29. 


® Official Films, Inc., Jersey City, N. J. 

May 29 (letter of notification) 219,385 shares of class 
A common stock (par 10 cents), offered to class A 
common stockholders of record May 29, 1950 on a share- 
for-share-basis, with rights expiring June 26, 1950. Price 
—$1 per share. Proceeds—To use part (approximately 
$57,000) to redeem outstanding 35-cent cumulative pre- 
ferred stock and the balance for expansion into tele- 
vision and other fields and for other general corporate 
purposes. Office—25 Journal Square, Jersey City, N. J. 


Ohio Oil & Gas Co. 
May 5 (letter of notification) 1,100 shares of common 
stock now held in treasury. Price—50 cents per share. 
Underwriter—None. To be offered through Preston, 
Watt and Schoyer. Proceeds—Toward repayment of 
bank loans. 


Orchards Telephone Co., Orchards, Wash. 
March 16 (letter of notification) 500 shares of common 
stock. Price—At par ($100 per share). Underwriter— 
None. Proceeds—To modernize plant. 


Pacific Gas & Electric Co. (6/13) 
May 17 filed $80,000,000 of first and refunding mortgage 
bonds, series T, due 1976. Underwriters—To be deter- 
mined by competitive bidding. Probable bidders: Blyth 
& Co., Inc.; Halsey, Stuart & Co. Inc.; First Boston Corp. 
Proceeds—For new construction. Bids—Expected June 
13, 1950 at 11:30 a.m. (EDT) 


Pacific Refiners, Ltd., Honolulu, Hawaii 
March 29 filed $750,000 of 6% 15-year sinking fund de- 
bentures, due 1965 and 500,000 shares of common stock 
(par $1) to be offered in units of $3 principal amount 
of debentures and two shares of common stock at $5 per 
unit to common stockholders of record April 14 at the 
rate of one unit for each share. Unsubscribed securities 
will be retained by the company and subject to future 
issuance as may be subsequently determined. No under- 
writer. Proceeds for construction expenditures. Com- 
pany refines and markets crude oil. Statement effective 
May 4. 


® Pacific Western Enterprises, Inc., Tempe, Ariz. 
May 25 (letter of notification) 60,000 shares of common 
stock, at par ($5 per share). No underwriter. Office— 
24 West 7th Street, Tempe, Ariz. 


Pan American Gold Ltd., Toronto, Canada 
July 20, 1948 filed 1,983,295 shares of common stock (par 
$1). Underwriters may be brokers. Price—45 cents per 
share. Proceeds — Mainly for development. Statement 
effective April 10, 1950. 


Parlin Manufacturing Co. 

May 22 (letter of notification) 10,000 shares of 5% 
cumulative preferred stock to be offered at par ($10 
per share), each share to be accompanied by a warrant 
to purchase one share of series B common stock at par 
($1 per share). Such option must be exercised or waived 
at time of subscription to preferred stock. No under- 
writer. Proceeds for acquisition of plant, machinery 
and raw materials and for working capital. Office— 
1331 Fidelity-Philadelphia Trust Building, Philadel- 
phia 9, Pa. 


Peoples Gas Light & Coke Co. ; 
May 8 filed 116,962 shares of capital stock to be offered 
to stockholders of record June 5, 1950, at the rate of 
one new share for each seven held: rights will expire 
June 30, 1950. Underwriter—None. Price—At par ($100 
per share). Proceeds—To buy additional common stock 
in Texas Illinois Natural Gas Pipeline Co. and to pay 
$10,000,000 of bank loans. Statement effective May 29. 


Pfeiffer Brewing Co., Detroit, Mich. 
May 22 (letter of notification) 20,000 shares of common 
stock (par $5) to be offered by a stockholder at the 
market price on the New York Stock Exchange, com- 
mencing about June 1, 1950. 


® Phillips-Jones Corp. 
May 31 (letter of notification) 10,000 shares of common 
stock (no par) offered to executives of the corporation 


at $15 per share. Net proceeds to be added to cash 
assets of company. 


Power Petroleum Ltd., Toronto Canada 
April 25, 1949, filed 1,150,000 shares ($1 par) common 
of which 1,000,000 on behalf of company and 150.000 by 
New York Co., Ltd. Price—50 cents per share. Under- 
writers—S. G. Cranwell & Co., New York. Proceeds— 


For administration expenses and drilling. Statement 
effective June 27, 1949. 


® Prophet (Fred B.) Co., Detroit, Mich. 

June 2 filed 40,000 shares common stock (par $1). Un- 
derwriters—Smith, Hague & Co., Detroit, and Straus 
& Blosser, Chicago. Price—To be filed by amendment. 
Proceeds—To Fred B. Prophet, Chairman of the Board, 
the selling stockholder. 


... Thursday, June 8, 1950 


Provident Life Insurance Co., Bismarck, N. D. 
April 19 (letter of notification) 12,500 shares of common 
stock (par $10) being offered directly to stockholders 
of record April 25 at $20 per share; rights to expire 
July 1. No underwriter. Proceeds to maintain the 
proper ratio of capital and surplus to liabilities in con- 
nection with entering the accident and health insurance 
field. Office—Broadway at Second, Bismarck, N. D. 


Prugh Petroleum Co., Tulsa, Okla. 
May 23 (letter of notification) 60,000 shares of common 
stock. Price—At par ($5 per share). Underwriter — 
Prugh, Combest & Land, Kansas City, Mo. Proceeds— 
For acquisition and development of oil properties. Office 
—200 Drew Bldg., Tulsa 3, Okla. 


Public Finance Service, Inc. 
May 22 (letter of notification) $250,000 of 6% cumu- 
lative debentures, dated June 1, 1950. Price — At par. 
Underwriter — None. Proceeds — For working capital 
Office—18 West Chelton Avenue, Philadelphia 44, Pa. 


® Rainbow Onyx Co., Phoenix, Ariz. 

May 31 (letter of notification) 35,000 shares of capital 
stock. Price—$2.50 per share. Underwriter—Kirby L. 
Vidrine Co., Phoenix. Proceeds—For housing, machin- 
ery, equipment and operating capital. 


Reid Brothers, Ltd., San Francisco, Cal. 
April 3 (letter of notification) 10,000 shares of preferred 
stock. Price — At par ($10 per share.) Underwriter— 
None. Proceeds—To restore depleted stocks, buy new 
items and for additional working capital. 


® Rhodes, Inc., Atlanta, Ga. 

May 31 (letter of notification) 7,400 shares of common 
stock (par $10). Price—$13.50 per share. Underwriter— 
Courts & Co., Atlanta. Proceeds—To selling stockholder 
—Rhodes Perdue, President of company. 


Richland Oil Development Co., Chicago, Ill. 
May 19 (letter of notification) 300,000 shares of common 
stock (par 50 cents) to be sold at $1 per share. No 
underwriter. Proceeds for drilling activities and payment 
of rentals and obligations. Office—1609 Roanoke Bidg., 
11 So. La Salle St., Chicago, Il. 


® Richmond Television Corp., Los Angeles, Calif. 
May 29 (letter of notification) 150,000 shares of common 
capital stock. Price—At par ($2 per share). Under- 
writer — Edgerton, Wykoff & Co., Los Angeles, Calif. 
Proceeds—For working capital. Expected this week. 


Rockland Light & Power Co. 
May 5 filed 50,000 shares cumulative preferred stock, 
series A (par $100). Underwriter—Issue awarded June 6 
to Stone & Webster Securities Corp. on its bid of 100.42 
for a 4.65% coupon. Reoffered today (June 8) at 103.25. 
Proceeds—To pay off short-term bank loans and for con- 
struction program. 


® Ronson Art Metal Works, Inc., Newark, N. J. 
May 29 (letter of notification) 1,300 shares of common 
stock (par $1) to be sold for the benefit of the estate of 
Louis V. Aronson at the going price on the New York 
Stock Exchange, which was $18.25 per share on May 25. 
Underwriter—-Ross Blanchard & Co., New York City. 


Rosefield Packing Co., Alameda, Calif. (6/8) 
May 12 filed 111,700 shares of common stock (par $3), 
to be sold by 17 stockholders. Underwriters—Stephen- 
son, Leydecker & Co., Oakland, and Barrett Herrick & 
Co., Inc., New York. Price—$8 per share. Business— 
Manufacturers & Skippy peanut butter. Offered today. 


Ryerson & Haynes, Inc., Jackson, Mich. 
May 22 (letter of notification) 4,000 shares of common 
stock (par $1) to be sold by officers of the company 
at market (approximately $14.75 per share). Under- 
writer—McDonald-Moore & Co. 


Seneca Oil Co., Oklahoma City, Okla. 
April 27 (letter of notification) 225,782 shares of class A 
stock (par 50¢). Price—$1.25 per share. Underwriter— 
Genesee Valley Securities Co., Rochester, N. Y. Proceeds 
—To acquire properties and for working capital. 


Sentry Safety Control Corp. 
May 19 (letter of notification) 132,050 shares of capital 
stock (par $1) Price—-At market (approximately $1 per 
share). Underwriter—First Guardian Securities Corp. 
Proceeds—To retool machinery for inventory and work- 
ing capital. There will be no public offering. 


Shoe Corp. of America, Columbus, Ohio 
May 23 filed 4,633 shares of $4.50 cumulative preferred 
stock, series A (no par), to be issued as part of con- 
sideration for the common stock of Gallenkamp Stores 
Co. No underwriter. 


Southern California Gas Co. 
May 2 filed $25.000.000 of 2%% first mortgage bonds, 
due June 1, 1980. Underwriter—Issue awarded June 7 
to Lehman Brothers on its bid of 102.0501 for a 273% 
coupon. To be reoffered at a price to yield 2.75%. Pro- 
ceeds — For construction and to reduce indebtedness 
owing to Pacific Lighting Corp., parent. 


® Spencer Chemical Co., Kansas City, Mo. (6/19)' 
June 1 filed 85,000 shares of cumulative preferred stock 
(par $100) to be offered for subscription by common 
stockholders at rate of .085 shares of preferred for each 
share of common held. Price—To be supplied by 
amendment. Underwriters—Morgan Stanley & Co. and 
Glore, Forgan & Co. Exchange Offer—Pfd. shares not 
purchased by common stockholders are to be offered in 
exchange for outstanding shares of 5% cumulative pre- 
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ferred stock. Rate of exchange to be supplied by 
amendment. Unexchanged shares of old preferred stock 
(150,009 presently outstanding) will be called for re- 
demption. Proceeds—For general corporate purposes. 


@® Stuart (The) Co., Pasadena, Calif. 


June 7 filed 99,000 shares of common stock (par $1). 
Price—To be filed by amendment. Underwriter— William 
R. Staats Co., Los Angeles, Calif. Preceeds—To three 
selling stockholders. Business-—-Pharmaceutical products 
and dietary supplemental items. 


Sudore Gold Mines Ltd., Toronto, Canada 


June 7 filed 375,000 shares of common stock. Price—$1 
per share (U. S. funds). Underwriter — None. Proceeds 
—Funds will be applied to the purchase of equipment, 
road construction, exploration and development. 


Sun Oil Co., Philadelphia, Pa. 


May 1 filed 115,000 shares of common stock (no par) to 
be issued under the 1950 stock purchase plan to about 
11,000 employees of the company and its subsidiaries. 
No underwriter. Proceeds for general fund. Statement 
effective May 23. 


Sunray Oil Corp. (6/20) 


May 23 filed 750,000 shares of common stock (par $1). 
Price—To be filed by amendment. Underwriter—East- 
man, Dillon & Co. Proceeds—Together with other funds 
from $80,000,000 of privately placed long term promis- 
sory notes, for retirement of certain outstanding capital 
obligations of company and Barnsdall Oil Co. pursuant 
to plan of merger of two companies. 


Toledo Edison Co. (6/13) 


April 18 filed 702,075 shares of common stock (par $5). 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Blyth & Co., Inc.; W. C. Langley & 
Co.: Merrill Lynch, Pierce, Fenner & Beane; Lehman 
Brothers: Smith Barney & Co.: Otis & Co. Proceeds— 
Of 400,000 shares to be applied by company to construc- 
tion costs and of 302,075 shares to go to Cities Service 
Co.. the selling stockholders, for payment of notes and 
debentures. Bids—Will be received at Room 1600, 
70 Pine Street, New York 5, N. Y., before 11 a.m. (EDT) 
on June 13. Statement effective May 9. 


Triplex Corp. of America, Pueblo, Colo. 


May 18 (letter of notification) 28,571 common shares 
+o be sold at $7 per share. T. E. Nelson, Assistant Secre- 
tary of the company, will handle the sales on a commis- 
sion basis. Proceeds for working capital and payment 
of obligations. Offices—Pueblo, Colo., or 1415 Joseph 
Vance Bldg., Seattle, Wash. 


(Mrs.) Tucker’s Foods, Inc. (6/19-23) 
May 23 filed 150,000 shares of common stock (par $2.50). 
Price—To be filed by amendment. Underwriters: A. C. 
Allyn & Co., Inc.; Dittmar & Co., and Rauscher, Pierce 
& Co.. Inc. Proceeds—To 20 selling stockholders. Ex- 
pected after next week. 


United Mines of Honduras, Inc. 


March 16 (letter of notification) 200,000 shares of com- 
mon stock (par 50 cents). Price—$1 per share. Under- 
writer—Willis E. Burnside & Co., Inc., New York City. 
Proceeds—To reopen an antimony mine which produced 
antimony for the U. S. Metals Reserves Corp. during 
the war and to explore and develop the Montecilo 
mining properties on which company has options; to 
pay loans and for working capital. Office—North Ameri- 
can Building, Wilmington, Del. Will be placed privately. 


Vieh Co., Columbus, Ohio 


May 8 (letter of notification) 19,500 shares of common 
stock at $10 per share. Underwriter—The Ohio Co. Pre- 
ceeds—To buy the assets of Brodhead-Garrett Co. and 
for working capital. 


Volume Heaters, Inc., Reno, Nev. 


May 17 (letter of notification) 200,000 shares of non- 
assessable common stock. Price—At par ($1 per share). 
Proceeds—To build 20 demonstrating units, design, equip 
and supervise a factory and for genera] business pur- 
poses. Office—Room 1, Biltz Bldg., Reno, Nev. 


Washington Gas Light Co. 


May 8 filed 30,600 shares of $4.25 cumulative preferred 
stock (no par) being offered to common stockholders of 
record May 31, 1950, at the rate of one preferred share 
for each 20 common shares held; rights to expire on 
June 13. Underwriter—Johnston, Lemon & Co., Wash- 
ington, D. C., and eight others. Price—$103 per share 
and dividends. Proceeds—For corporate purposes, in- 
cluding construction. Statement effective May 31. 


@ Western Gypsum Corp., Carson City, Nev. 

May 29 (letter of notification) 300,000 shares of capital 
stock. Price—At par ($1 per share). Underwriter—Phil 
Morse. Trustee, P. O. Rox 1283, Kingman, Ariz. Pro- 
ceeds—For equipment, real estate, working capital and 
general corporate purposes. Office—Virginia and Truckee 
Building, Carson City, Nev. 


Western Oil Fields, Inc., Denver, Colo. 


May 5 (letter of notification) 600,000 shares of common 
stock and a $50,000 note carrying interest at 4% payable 
from percentage of oil sold. This note will carry with 
it as a bonus 500,000 shares of stock. Price—Of stock, 
25¢ per share. Underwriter—John G. Perry & Co., Den- 
ver. Proceeds—To dri!) for oil in Wyoming and for 
working capital. 


Western Uranium Cobalt Mines, Ltd., 
Vancouver, B. C., Canada 
Feb. 28 filed 800,000 shares of common capital stock 
(par $1). Priee—35 cents per share. Underwriter—None. 
Proceeds—Exploration and development work. State- 
ment effective May 23. 


Wisconsin Electric Power Co. 
May 5 filed 585,405 shares of common stock (par $10) 
offered to common stockholders of record June 6, 1950 
on basis of one new share for each five shares held; 
rights to expire June 29, 1950. Price—$17.50 per share. 
Underwriter—None. Proceeds — For capital expendi- 
tures on the combined electric properties, to reimburse 
the treasury for capital expenditures previously made, 


and for other corporate puropses. Statement effective 
May 26. 


Wisconsin Power & Light Co. 
May 8 filed 320,231 shares of common stock (par $10) 
being offered for subscription by stockholders at the 
rate of one new share for each five held on May 24; 
rights will expire June 12. Price—$16.75 per share. 
Proceeds—To finance construction program. Underwriter 
—Smith, Barney & Co. and Robert W. Baird & Co., Inc. 


Prospective Offerings 


@ Aetna Finance Co. 
June 3 it was reported company may do some financing 


later this year. Traditional underwriter: Goldman, 
Sachs & Co. 


Alabama Power Co. 
May 12 company reported to be considering issue in late 
summer of about $10,000,000 preferred stock. Probable 
bidders: Morgan Stanley & Co.; Blyth & Co., Inc.; Union 
Securities Corp. and Equitable Securities Corp. (jointly); 


First. Boston Corp.; Drexel & Co. Proceeds will be used 
for construction expenditures. 


American Investment Co. of Illinois (6/21) 
May 24 announced company is planning to file shortly 
a registration statement covering 160,000 shares of prior 
preferred stock (par $50). Price—To be filed by amend- 
ment. Underwriters—Glore, Forgan & Co.; Kidder, Pea- 
body & Co., and Alex. Brown & Sons, and others. Pro- 
ceeds—For additional working capital. 


American Natural Gas Co. 


May 18 it was announced company plans issuance of 
380,607 shares of common stock (no par) to common 
stockholders of record on or about June 21 at rate of one 
share for each eight shares held. Price—To be filed by 
by amendment. Underwriters— To be determined by 
competitive bidding. Probable bidders: Glore, Forgan & 
Co. and W. C. Langley & Co. (jointly); Blyth & Co., Inc.; 
Lehman Brothers; The First Boston Corp. Proceeds—To 
increase investments in stock of Michigan Consolidated 
Gas Co. and Milwaukee Gas Light Co. 


Celanese Corp. of America 


April 12 the stockholders voted to authorize the creation 
of 1,000,000 shares of a new preferred stock (par $100), 
505,000 shares of which can be issued at any time. 
Plans are being formulated for the issuance this year, 
if market conditions are considered satisfactory, of 
an initial series of this new preferred stock which may 
be convertible into common stock. Net proceeds would 
be used in part for expansion of the business, including 
additional production facilities. Probable underwriters: 
Dillon, Read & Co. Inc.; Morgan Stanley & Co. 


Central States Electric Corp. 


March 1 it was announced that under an amended plan 
of reorganization it is proposed to issue to holders of all 
classes of 6% preferred stock for each old share the right 
to buy a unit consisting of eight shares of new common 
stock and $14 principal amount of new 44%% income de- 
bentures for a package price of $18. The common stock, 
except for approximately 4,600,000 shares held by Harri- 
son Williams and associates, would be offered the right 
to buy a unit of one new common share and $1.75 of new 
income debentures for a package price of $2.25 for each 
five common shares held. The issue of new stock and 
debentures would be underwritten by Darien Corp. and 
a banking group headed by Hemphill Noyes, Graham, 
Parsons & Co., Shields & Co., Blair, Rollins & Co., Drexel 
& Co. and Sterling Grace Co. 


@ Central Vermont Public Service Corp. 


May 4, it was announced that if offer to acquire Green 
Mountain Power Corp. becomes effective, it plans to re- 
fund outstanding $7,715,000 first and refunding 334% 
bonds due 1963 of Green Mountain by the issue and sale 
for cash of first mortgage bonds of a new series and of 
a new series of preferred stock, $100 par value. Prob- 
able bidders for bonds: Halsey, Stuart & Co. Inc.; prob- 
able bidders for preferred: W. C. Langley & Co. and 
Hemphill, Noyes, Graham, Parsons & Co. (jointly). 


Chicago & Western Indiana RR. 


Jan. 31 reported company will probably issue in the near 
future some bonds to refund the 4% non-callable con- 
solidated first mortgage bonds due July 1, 1952. Re- 
funding of the first and refunding mortgage 4% % bonds, 
series A, due Sept. 1, 1962, is also said to be a possibility. 
Probable bidders: Halsey, Stuart & Co. Inc.; Morgan 
Stanley & Co.; Lee Higginson Corp.; Harris, Hall & Co. 
(Inc.); Drexel & Co.; Kuhn, Loeb & Co. and Salomon 
Bros. & Hutzler (jointly); Harriman, Ripley & Co., ‘nc.; 
First Boston Corp.; Lehman Brothers: Paine, W Tr, 
Jackson & Curtis; Kidder, Peabody & C 
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Columbia Gas System, Inc. 


April 27 stockholders voted to reclassify the 500,000 
shares of unissued common stock (no par) into 500,000 
shares of unissued preferred stock (par $50). They also 
approved a proposal to amend the company’s charter 
so as to permit the public sale of common stock with- 
out first making an offering of the shares to its own 
common stockholders. The compaxy’s program currently 
calls for the sale of $10,000,000 of additional common 
or preferred stock, the proceeds to be used to pay for 
construction costs. Underwriters — May be named by 
competitive bidding. Probable bidders: Blyth & Co., 
Inc.; Shields & Co. and R. W. Pressprich & Co. (jointly); 
Merrill Lynch, Pierce, Fenner & Beane; Lehman 
Brothers, Goldman, Sachs & Co. and Union Securities 
Corp. (jointly); Morgan Stanley & Co. 


Columbus & Southern Ghio Electric Co. 


March 9 reported planning new equity financing before 
the end of the year in the form of common stock. Pro- 


ceeds will finance a portion of the company’s construc- 
tion program. 


Commercial Credit Co. 


March 30 stockholders approved creation of 500,000 
shares of cumulative preferred stock (par $100) of which 
company plans to sell 250,000 shares. A group of under- 
writers, headed by Kidder, Peabody & Co. and The First 
Boston Corp., are expected to offer the stock. 


Consolidated Edison Co. of New York, Inc. 


May 15, Ralph H. Tapscott, Chairman, said the company 
will require approximately $90,000,000 of “new money™ 
through the sale of securities. No permanent financing ig 
contemplated before this fall, however, and current ex- 
penditures are being financed by short-term loans, of 
which $16,000,000 are now outstanding. It is anticipated 
that $257,000,000 will be needed for the construction pro- 
gram over the next four years. Probable bidders: Hal- 


sey, Stuart & Co. Inc.; Morgan Stanley & Co.; First 
Boston Corp. 


Domestic Credit Corp. 


June 20 stockholders will vote, among other things, to 
authorize a new issue of 200,000 shares of prior pre- 
ferred stock, issuable in series, and on changing name 
to Domestic Finance Corp. Management plans further 
expansion which will require addition] capital from 
time to time. Probable underwriters: Merrill Lynch, 
Pierce, Fenner & Beane, and Paul H. Davis & Co. 


Eastern Utilities Associates 


May 23 it was announced that under a plan filed with 
the SEC a new company will be formed to acquire the 
assets of Eastern, and of the Brockton Edison Co., Fall 
River Electric Light Co. and Montaup Electric Co. and 
will issue and sell $22,000,000 of first mortgage and 
collateral trust bonds and $8,500,000 of preferred stock. 


Elliott Co. 


May 26 it was reported that between 47,000 and 48,000 
shares of this company’s common stock may be offered 


some time in the near futuer through F. Eberstadt & 
Co. 


@ Emerson Radio & Phonograph Corp. 


May 29, Benjamin Abrams, President, announced that 
company may use unissued 1,240,390 shares of capital 
stock (par $5) to acquire additional plant facilities if 
needed. Traditional underwriter: F. Eberstadt & Co, 


@ Fedders-Quigan Corp. 


June 2 it was announced that company plans registra- 
tion late this month of about $5,000,000 convertible pre- 


ferred stock. Offering expected in mid-July through 
Smith, Barney & Co. 


Florida Power & Light Co. 


June 9 stockholders will vote on creation of 50,000 shares 
of $4.50 cumulative preferred stock (par $100). 


Houston Lighting & Power Co. 
April 14, S. R. Bertron, President, estimated construction 
expenditures for 1950 between $19,000,000 and $20,000,000. 
This estimate may be raised to accommodate increased 
power demands on the system. If this is the case, more 
financing will be necessary, he added. This may be 


done through additional common or preferred stock 
financing. 


Long Island Lighting Co. 
May 18 it was reported company’s construction program 
in 1950 will cost $20,000,000 which is currently being 
financed by up to $12,000,000 bank loans pending per- 
manent financing which may be done following effec- 
tiveness of consolidation plan. Probable bidders for any 
new securities include Smith, Barney & Co. 


Lorillard (P.) Co. 
April 4, Herbert A. Kent, President, said: “It may be 
necessary to do some financing” before Aug. 1, 1951 te 
redeem $6,195,450 of 5% bonds due on that date am= 
for additional working capital to meet expanded sales 
volume. He added that company plans to pay off it» 
bank loans in full by July, 1950. These loans now amcunt® 


to $12,000,000. Traditiona] underwriters: Lehman Bros. 
and Smith, Barney & Co. 


Macy (R. H.) & Co. 
May 8 it was reported that company is considering issu- 
ance of $10,000,000 of new securities, either debentures 
or preferred stock. Traditional underwriters — Lehman 
Brothers; Coldman, Sachs & Co. 
Be 
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@ Market Basket, Los Angeles, Calif. 

May 25 company announced it pians sale of 4,452 shares 
of authorized but unissued, preferred stock, series C, 
(par $15) and an additional 30,000 shares of preferred 
stock, (par $15) to be authorized. Further details not 
available. 


Milwaukee Gas Light Co. 

April 18 reported contemplating issuance of additional 
securities, the proceeds of which will be used to finance 
$13,000,000 of first 44s due 1967 and $2,000,000 of 7% 
preferred stock, to fund some $8,500,000 of bank loans, 
and for new construction. No definite plan has been 
evolved. Probable bidders—Halsey, Stuart & Co. Inc.,; 
Dillon, Read & Co. Inc:; Glore, Forgan & Co., and Leh- 
man Brothers (jointly); Kidder, Peabody & Co.; Harri- 
man Ripley & Co.; Smith, Barney & Co., Kuhn, Loeb & 
Co. and Blyth & Co., Inc. (jointly). 


@ Mountain Fuel Supply Co. of Utah 
June 6 company announced plans to create a new firm 
to take over its exploration and development of natural 
gas and oil operations. It will be financed through the 
sale of stock and will have an authorized capitalization 
of 2,500,000 shares, par $8 per share each. 


New England Power Co. 
April 24 it was estimated that about $37,000,000 new 
‘ financing will be required to pay construction costs 
estimated at $40,000,000 for 1950 to 1952. Present plans 
are to issue in late summer or early fall $10,000,000 
bonds and 50,000 shares of preferred stock. Probable 
bidders: (1) For bonds—Halsey, Stuart & Co., Inc.; 
Harriman Ripley & Co. Inc.; Lehman Brothers; Kidder, 
Peabody & Co. and White, Weld & Co (jointly); Union 
Securities Corp. and Salomon Bros. & Hutzler (jointly); 
“ Otis & Co.; First Boston Corp.; Merrill Lynch, Pierce, 
Fenner & Beane; Carl M. Loeb, Rhoades & Co.; F. S. 
Moseley & Co.; Equitable Securities Corp.; (2) for pre- 
ferred:—W. C. Langley & Co. 


New England Public Service Co. 
April 7 SEC authorized company to file an application to 
sell 200,000 shares of Public Service Co. of New Hamp- 
shire common stock or a sufficient number of shares of 
Central Maine Power Co. common stock to raise approxi- 
mately the same amount of money. Probable bidders: 
Blyth & Co., Inc. and Kidder, Peabody & Co. (jointly); 
Coffin & Burr, Inc.; First Boston Corp.; Harriman Ripley 
& Co. Inc. and Goldman, Sachs & Co. (jointly); The 
proceeds will be used to pay bank loans. 


New York State Electric & Gas Corp. 

May 24 it was reported company expects to sell $14,- 
000,000 of bonds and $6,000,000 of new preferred stock 
in June, 1951, witn an additional $10,000,000 of new 
securities to be sold in 1952, the proceeds to be used to 
pay, in part, cost of new construction estimated to total 
$55,800,000 in the next three years. Probable bidders 
for bonds and preferred: Blyth & Co., Inc., and Smith, 
Barney & Co. (jointly); First Boston Corp. and Glore, 
Forgan & Co. (jointly); Harriman Ripley & Co. Inc. 
Probable bidders for bonds only: Halsey, Stuart & Co. 
Ine. 


Niagara Mohawk Power Corp. 
Jan. 19 announced that construction program will neces- 
sitate in 1950 not more than $25,000,000 of additional debt 
or equity financing, including short-term bank loans. 
Probable bidders for bonds: Halsey, Stuart & Co. Inc.; 
Morgan Stanley & Co.; The First Boston Corp.; Kuhn, 
Loeb & Co. 


Northwestern Public Service Co. 

May 26 companv applied to the FPC for authority to 
‘issue 7,000 shares of 5%% cumulative preferred stock 
(par $100) and not to exceed 49,200 shares of common 
stock (par $3). The common stock is to be offered to 
common stockholders on the basis of one share for each 
ten shares held, with the price to be filed by amend- 
ment, and A. C. Allyn & Co., Inc., underwriting the 
issue. An agreement has been entered into with the 
same bankers to place the preferred stock privately. 
The proceeds are to finance construction program. 


Pacific Petroleum, Ltd. (Canada) 
April 12 company announced it plans to file with SEC 
1,000,000 additional shares of common stock shortly. 
Proceeds (U.S. currency) will be used for further expan- 
sion and development work in the Alberta oil field. Un- 
derwriter——Eastman, Dillon & Co. 
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Pacific Power & Light Co. 

April 13, Paul McKee, President, disclosed that a group 
of 16 purchasers who acquired company’s 500,000 shares 
of common stock from American Power & Light Co. on 
Feb. 6, last, have informed him of their intention to 
make a public distribution of these shares at earliest 
practical date, which may be shortly after Aug. 6. A. C. 
Allyn & Co., Inc. and Bear, Stearns & Co. headed this 
group. The 500,000 shares of common stock are being 
split-up on a 3%-for-1 basis, all or part of which will 
be publicly offered. Company also expects to raise 
$3,000,000 in new money later this year and a similar 
amount in 1951. 


@ Public Service Co. of Colorado 

May 22 it was said that company may raise approxi- 
mately $15,000,000 by this summer, viz: $7,500,000 by 
sale of 75,000 shares of preferred stock and $7,500,000 by 
sale of bonds or convertible debentures. Probable bid- 
ders for bonds: Halsey Stuart & Co. Inc.; Blyth & Co., 
Inc. and Smith, Barney & Co. (jointly); Lehman Broth- 
ers; First Boston Corp.; Harris, Hall & Co., Inc.; Kidder, 
Peabody & Co. Probable bidders for preferred: Glore, 
Forgan & Co. and W. C. Langley & Co. (jointly); Leh- 
man Brothers; First Boston Corp.; Boettcher & Co. and 
Bosworth, Sullivan & Co. Proceeds will be for con- 
struction program. 


Public Service Electric & Gas Co. 
April 17 stockholders approved the issuance of $90,- 
000,000 new bonds for the purpose of refunding $50,000,- 
000 3%% bonds due 1965; $10,000,000 3%% bonds due 
1968; $15,000,000 3% bonds due 1970 and $15,000,000 
bonds due 1972. Probable bidders: Halsey, Stuart & Co. 
Inc.; Morgan, Stanley & Co. and Drexel & Co. (jointly); 
Kuhn, Loeb & Co. and Lehman Brothers (jointly); First 
Boston Corp. 
@ Raytheon Manufacturing Co. 
June 1, Charles F. Adams, Jr., President, announced that 
arrangements were being made for an offering later this 
summer to common stockholders of approximately 290,- 
000 additional common shares of the company—on the 
basis of one share for each five common shares held. 
This offering, he said, will be underwritten by a group 
of investment bankers headed by Hornblower & Weeks. 

Schering Corp. 
May 4, it was announced that the company’s entire com- 
mon stock issue (440,000 shares) was expected to be 
registered with the SEC in the near future and offered 
for sale to the highest bidder by the Office of Alien 
Property. Probable bidders: A. G. Becker & Co. (Inc.), 
Union Securities Corp. and Ladenburg, Thalmann & Co. 
(jointly); Merrill Lynch, Pierce, Fenner & Beane; Kid- 
der, Peabody & Co.; F. Eberstadt & Co.; Allen & Co.; 
new company to be formed by United States & Inter- 
national Securities Corp.; Dillon, Read & Co.; F. S. Mose- 
ley & Co.; Riter & Co. 
@ Seaboard Finance Co. 
June 3 it was reported that company in August is ex- 
pected to register with the SEC additional shares of its 
stock. May be offered through dealer-manager group 
probably headed by First Boston Corp. 
@ Sierra Pacific Power Co. 
June 2 company announced it plans to finance and per- 
manently refund $2,200,000 of bank loans by the sale of 
debentures and common stock prior to Oct. 31, 1950. 
Probable bidders for bonds: Halsey, Stuart & Co. Inc.; 
Stone & Webster Securities Corp. 

Southern Co. 
May 11 company was reported to be planning issuance 
of approximately 1,000,000 additional shares of common 
stock late in July. Probable bidders: Morgan Stanley & 
Co., Kidder, Peabody & Co. and Merrill Lynch, Pierce, 
Fenner & Beane (jointly); Blyth & Co., Inc.; Lehman 
Brothers; Union Securities Corp. and Equitable Securi- 
ties Corp. (jointly); Harriman Ripley & Co. Inc. 

Southern Ry. Co. (6/15) 
May 2 it was announced company is planning to refund 
$10,000,000 of its $12,474,000 St. Louis Division first 
mortgage 4% bonds, due Jan. 1, 1951, by issuing a like 
amount of new St. Louis-Louisville first mortgage bonds 
due 1975. The remaining $2,474,000 of St. Louis Division 
bonds would be retired from treasury funds. Bids—For 
new bonds will be received at Room 2018, 70 Pine St., 
New York 5, N. Y., up to noon (EDT) on June 15. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Morgan Stanley 
& Co.; First Boston Corp.; Union Securities Corp, and 
Drexel & Co. (jointly); Kuhn, Loeb & Co. 


Tampa Electric Co. 
April 25 it was announced company plans to raise 
$4,700,000 in new money through sale of additional 
securities, the proceeds to finance in part 1950 con- 
struction expenditures. 


Texas Illinois Natural Gas Pipeline Co. 

May 8 it was announced that this company’s financing 
program contemplates the sale of $90,000,000 of bonds 
and $12,000,000 of interim notes in addition to the sale 
of 1,750,000 shares of common stock (of the common 
stock 50% is to be purchased by Peoples Gas Light & 
Coke Co.). Probable bidders: (1) for bonds—Halsey, 
Stuart & Co. Inc.; and (2) for interim notes—White, 
Weld & Co. and Glore, Forgan & Co. 


Tide Water Power Co. 
May 4 stockholders have approved an increase in the 
authorized common stock to 1,000,000 shares from 500,000 
shares. Traditional underwriters: Union Securities Corp.; 
W. C. Langley & Co. 


Transvision, Inc. 
May 20 it was reported that early registration with SEC 
is expected of 300,000 shares of common stock. Price— 
$2.75 per share. Underwriter—Blair F. Claybaugh & Co. 
Proceeds—To pay loans and for additional working 
capital. Offering—Expected late in June. 


@ Utah Natural Gas Co. 

June 5 it was announced company plans to build a 325- 
mile 22-inch pipe line in Utah to cost approximately 
$25,000,000. Hearings will be held before the Utah 
P. S. Commission in August or September, after a study 
of the project. 


Utah Power & Light Co. 

May 23, G. M. Gadsby, President, said company plans to 
sell $10,000,000 of additional first mortgage bonds 
through competitive bidding during the first half of 
October, and 166,604 additional common shares in Sep- 
tember. The latter will be offered to present shareholders 
in the ratio of one new share for each eight shares 
held. Proceeds from the bond and stock sales will be 
used to repay short-term loans in connection with the 
company’s construction program, and for carrying for- 
ward the expansion program into 1951. Probable bidders 
for bonds: Halsey, Stuart & Co. Inc.; Drexel & Co.; 
Carl M. Loeb, Rhoades & Co.; Lehman Brothers and 
Bear, Stearns & Co. (jointly); Union Securities Corp. 
and Smith, Barney & Co. (jointly); First Boston Corp. 
and Blyth & Co., Inc.; Harriman Ripley & Co Inc.; 
Kidder, Peabody & Co.; White, Weld & Co.; Salomon 
Bros. & Hutzler; Harriman Ripley & Co. Inc. Probable 
bidders for common: Blyth & Co., Inc.; Union Securities 
Corp. and Smith, Barney & Co. (jointly); Lehman 
Brothers; W. C. Langley & Co. and Glore, Forgan & Co. 
(jointly); Kidder, Peabody & Co. and Merrill Lynch, 
Pierce, Fenner & Beane (jointly). 


Washington Water Power Co. 
May 22 it was announced Washington P. S. Commission 
filed a petition with SEC asking for (a) distribution of 
company’s capital stock to American Power & Light 
Co.’s stockholders, or (b) offering for sale and selling 
at competitive bidding all of said shares of Washington 
Water Power Co. held by American, 


West Coast Transmission Co., Ltd. 

Feb: 10 reported that Eastman, Dillon & Co. and the First 
Boston Corp. were ready to underwrite the financing 
of the 1,400 mile pipe line proposed by the West Coast 
Transmission Corp., along with Nesbitt, Thomson & Co. 
Ltd., of Montreal, Canada, and Wood, Gundy & Co. of 
Toronto, Canada. The financing would be divided 75% 
to bonds and the remainder to preferred and common 
stock. A large amount of the bonds are expected to 
be taken by life insurance companies. Arrangements will 
be made to place in Canada part of the securities. It is 
expected an American corporation will be formed to 
construct and operate the American end of the line in 
Washington, Oregon and California. The completed line, 
it was announced, will cost about $175,000,000. 


Worcester County Electric Co. 
April 25 company reported planning issuance of $10,- 
000,000 first mortgage bonds. Probable bidders: Halsey, 
Stuart & Co. Inc.; Harriman Ripley & Co., Inc.; Lehman 
Brothers; Kidder, Peabody & Co.; First Boston Corp.; 
Merrill, Lynch, Pierce, Fenner & Beane. 





With T. Nelson O’Rourke 


(Special to Tae Financia, CHRONICLE) 
DAYTONA, BEACH, Fla.— 
William L. Hensley has re- 

joined the staff of T. Nelson 
O’Rourke, Inc., 356 South Beach 
Street. He has recently been 
with Merrill Lynch, Pierce, Fen- 
ner & Beane. 


R. C. Whitaker Opens 

(Special to Tae Financia, Curonicie) 
PORTSMOUTH, Ohio — Robert 
C. Whitaker is engaging in a se- 
curities business from officers in 

the Masonic Temple Building. 


With Hulburd, Warren 
(Special to Tue Frnanctat Crronicie) 
DETROIT, Mich.—Hale L. Dick- 
erson is with Hulbu:d, Warren & 
Chandler of Chicago. 


Henry Warner Co. Member 
Phila.-Baltimore Exch: 


PHILADELPHIA, Pa. — Henry 
B. Warner & Co., Inc., 123 South 
Broad Street, announce their 
election to membership on the 
Philadelphia-Baltimore Stock Ex- 
change. 


T. F. O’Brien Opens 


(Special to Tae FINANCIAL CHRONICLE) 
CANTON, Ohio—T. Frank 
O’Brien is engaging in a secu- 
rities business from offices at 1221 
Hoover Place, Northwest. 


With Blair, Rollins Co. 


(Special to Tue FINaANctaL CHRONICLE) 
SAN FRANCISCO, Calif.— 
Bernard G. Dowd is with Blair, 
Rollins & Co., Incorporated, Russ 
Buiiding. 


Joins Mason Bros. Staff 
(Special to Tue FinanciaL CHRONICLE) 
OAKLAND, Calif—Charles 
Spencer has joined the staff of 
Mason Brothers, Central Bank 
Building, members of the San 
Francisco Stock Exchange. 


With Investment Service 


(Special to Tue FINANCIAL CHRONICLE) 
DENVER, Colo. — Orvie E. 
Cowan has been added to the staff 
of Investment Service Corpora- 
tion, 650 17th Street. 


Waddell & Reed Add 


(Special to Tue Financia CHRONICLE) 

BEVERLY HILLS, Calif. 
George F. G. Johnson hax been 
added to the staff of Wa ll & 
Reed, Inc., 8943 Wilshire cule- 
vard. 


With Merrill Lynch 


HOLLYWOOD, Calif. — Betty 
Schneider has been added to the 
staff of Merrill. Lynch, Pierce, 
Fenner & Beane, 6361 Hollywood 
Boulevard. 


With Davies & Mejia 
(Specia] to THe FINaNctIAL CHRONICLE) 
SAN FRANCISCO, Calif— 
Richard W. Strong is with Davies 
& Mejia, Russ Building, members 
of the New York and San Fran- 
cisco Stock Exchanges. 


With Waddell & Reed 


(Special to THe FINANCIAL CHRONICLE) 
LINCOLN, Neb.—Loren G. Hat- 
4, Jess Masom, and Walter S. 
\ Wyngarden .are with Wad- 
del! & Reed, Inc., Barkley Build- 
ing. 


King Merritt Adds 


(Special to THe FINANCIAL CHRONICLE) 
SAN FRANCISCO, C ali f.— 
Ervin D. Macrae is now with King 
Merritt & Co., Russ Building. He 
was previously with Paul C. Ru- 
dolph & Co. 
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The avalanche of new issues 
which came up for bids on Tues- 
day put considerable stress on the 
capital of a number of dealers and 
distributors. In fact the heavy 
run of “drop-outs” by reason of 
capital problems and short staffs, 
forced the dissolution of one ma- 
jor syndicate which was to have 
bid for the Pennsylvania Co.’s 
‘$60,000,000 of serial bonds. 


But all in all, the week’s un- 
usually large outpouring of new 
offerings was well-taken and 
spoke volumes for the action of 
the underwriters earlier in mov- 
ing to clear away several recent 
issues which had proved to be 
“sticky” at prices originally fixed. 

Northwestern Bell Telephone 
Co.’s $60,000,000 of 34-year de- 
bentures brought out two bids, 
one of 100.71999 for a 2.75% cou- 
pon, and the second, 101.71 for the 
same interest rate. 

Thus the winning bid topped 
that of the runner-up by less than 
a penny per $100 principal 
amount or barely 10 cents per 
$1,000 piece. Indicating that both 
groups were thinking in almost 
identical terms this appeared to 
make the actual marketing much 
easier, 


At any rate the reoffering at 
101.107, to yield the purchaser a 
a return of 2.70%, brought out 
brisk demand and quick an- 
nouncement of oversubscription 
and closing of the books. 


Reports indicated that some 
larger participants were inclined 
to retain portions of their allot- 
ment for investment account or 
possible appreciation. 


Pennsylvania Co. Serials 


Pennsylvania Co. wound up 
with only a single bid for its $60.- 
000,000 of serial collateral trust 
bonds, although it had been in- 
dicated almost up to the deadline 
that two groups would be in the 
running. 


The second group dropped out, 
reportedly for the reason that it 
was unable to hold together a big 
enough aggregation to handle the 
business under circumstances that 
prevailed. 

Conjecture around the Street 
was that the issuer’s timing was 
bad, suggesting that the financing 
should have been put ahead or 
back to get it out of competition 
with Northwestern Bell and the 
big New York State issues. 


Moreover, it was argued, a sin- 
gle maturity accompanied by a 
healthy sinking fund arrangement 
would have aroused more interest. 


Bond Well Received 


Whatever the discussion, the 
fact remains that the bonds found 
a ready reception when brought 
to market. The successful group, 
sans competition, paid the com- 
pany 99 for a combination of cou- 
pons ranging from 24%% to 4%% 
for 25 maturities. 

Reoffering was undertaken at 
prices fixed to return the buyer 
a yield of from 1.75% on the 
shortest maturity to 4.50% on the 
longest series. 

At least three of the major in- 
surance companies were reported 
to have come into the market for 
substantial amounts of the bonds 
and by the close of the first day 
it was understood that the balance 
unsold was well under $10,000,000. 


Another Big Week Ahead 


With virtually all of this week’s 
new bond offerings well absorbed 


underwriters were making ready 
for ariother busy period in the 
week ahead. 


Largest single undertaking in 
the immediate list is $80,000,000 
of Pacific Gas & Electric Co. first 
and refunding bonds, series T, 
due 1976, to finance new con- 
struction. Three groups appear to 
be in the running for this issue, 
when bids open on Tuesday. 


On Monday, Northern Natural 
Gas Co.’s $40,000,000 of serial de- 
bentures due 1953-70 will provide 
areal warm up. Four groups have 
been formed to go after this piece 
of business which will provide 
funds for expansion and payment 
of existing debts. 


Dallas Power & Light Co. will 
open bids on Wednesday for $24,- 
500,000 of first mortgage 30-year 
bonds to retire certain existing 
debt and finance construction. 
Competition is keen here with 
seven groups set to bid. Mean- 
while Southern Railway will sell 
$10,000,000 new St. Louis Division 
first mortgage bonds to refinance 
outstanding 4s, due 1951, with the 
$2,474,000 balance to be paid out 
of the treasury. 





COMING 
EVENTS 


In Investment Field 





June 5-8, 1950 (Canada) 
Investment Dealers Association 
of Canada 34th Annual Meeting at 


the Seigniory Club, Montebello 
Quebec. 


June 8, 1950 (Boston, Mass.) 

Boston Securities Traders Asso- 
ciation Thirty-first Annual Outing 
at New Ocean House, Swampscott, 
Mass., with golf at the Tedesco 
Country Club nearby. 


June 9, 1950 (Baltimore, Md.) 
Bond Club of Baltimore annual 
outing at the Elkridge Club. 


June 9, 1950 (Kansas City, Mo.) 

Bond Traders Club of Kansas 
City annual field day at Quivera 
Country Club. 


June 9, 1950 (New York City) 

Municipal Bond Club of New 
York annual meeting and field day 
at Sleepy Hollow Country Club, 
Scarborough, N. Y. 


June 9, 1950 (Philadelphia, Pa:) 

Philadelphia Securities Associa- 
tion annual field day at the 
Aronomink Golf Club, Newtown 
Square, Pa. 


June 10-11, 1950 (Georgia) 

Georgia Security Dealers Asso- 
ciation annual outing at the Hotel 
Tybee, Savannah, Ga. 


June 10-11, 1950 (San Francisco, 
Calif.) 

San Francisco Security Traders 
Association annual spring outing 
at the Diablo Country Club, Con- 
tra Costa County, Calif. 


June 14, 1950 (Minneapolis, Minn.) 

Twin City Bond Club annual 
picnic at the White Bear Yacht 
Club. 


June 16, 1950 (Milwaukee, Wis.) 
Milwaukee Bond Club annual 

picnic at the Lake Club and the 

Oconomowoc Country Club. 


June 16-18, 1950 
Minn.) 

Twin City Security Traders As- 
sociation summer party at Grand- 
view Lodge, Gull Lake, near 
Brainerd, Minn. 


(Minneapolis, 


June 16, 1950 (New Jersey) 
Bond Club of New Jersey out- 
ing at the Montclair Golf Club. 


June 16, 1950 (Philadelphia, Pa.) 

Investment Traders Association 
of Philadelphia annual field day 
at Whitemarsh Country Club. 


June 16, 1950 (Toledo, Ohio) 
Bond Club of Toledo 16th an- 

nual Outing at the Inverness Club 

preceded by a cocktail party and 
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buffet dinner June 15 at the Com- 
modore Perry Hotel. 


June 20, 1950 (Louisville, Ky.) 
Bond Club of Louisville annual 

summer outing and election of of- 

ficers at the Louisville Boat Club. 


June 20, 1950 (New York City) 

New York Curb Exchange 5 & 
20 Club annual golf tournament at 
Wheatley Hills Golf Club, East 
Williston, Long Island. 


June 21-23, 1950 (Boston, Mass.) 

Municipal Bond Club of Boston 
parties at Hotel Statler and outing 
at Concord Country Club. 


June 23-25, 1950 (Los Angeles, 
Calif.) 
Security Dealers Association of 
Los Angeles spring outing at the 
Hotel del Coronado. 


June 23, 1950 (New York City) 

New York Security Dealers As- 
sociation Annual Outing at the 
Hempstead Golf Club, Hempstead, 
Long Island. 


June 24, 1950 (Chicago, Il.) 

Bond Traders Club of Chicago 
annual outing at the Nordic Coun- 
try Club. 


June 26-27, 1950 (Detroit, Mich) 
Security Traders Association of 

Detroit & Michigan, Inc., and Bond 

Club of Detroit joint summer out- 


ing and golf outing at Plum 
Hollow. 


June 28, 1950 (Pittsburgh, Pa.) 
Bond Club of Pittsburgh annual 
spring outing at the Field Club. 


July 7, 1950 (New York City) 
Investment Association of New 

York annual outing at the West- 

chester Country Club, Rye, N. Y. 


DIVIDEND NOTICES 








ALLEN INDUSTRIES INC. 


38th Dividend 
On Common Stock 


Regular quarterly 

dividend of 20 cents 

per share has been 

declared on the 

common stock, pay- 

able June 20, 1950 to stockholders 

of record at the close of business, 
June 5, 1950. 

The transfer books will not be 


closed. Morey L. Abrahams 


Secretary & Treasurer 
Detroit 7, Mich., June 7, 1950 








THE BYRNDUN 
CORPORATION 


The Directors of The Byrndun Corporation at 
its meeting held on June 6th, 1950, declared 
a dividend of $1.50 per share on the Partici- 
pating Preferred Stock, a dividend of $2.50 

r share on the Class “‘A’’ Participating 
Stock and a dividend of $3.50 per share on 
the Second Preferred Stock; also a dividend 
of Twenty-five cents (25¢) per share on the 
Class “A” Participating Stock, Class ‘“‘A” 
Common Stock and Common Stock; no divi- 
dend on fractional shares, all payable on July 
14, 1950 to stockholders of record at 3:00 
P. M., June 30, 1950. 


H. G. FAHLBUSCH, President 
June 6, 1950. 











DIVIDEND NOTICE 


The Board of Directors of Can- 
ada Dry Ginger Ale, Incorpo- 
rated, at a meeting thereof held 
on May 23, 1950 declared the 
regular quarterly dividend of 
$1.0625 per share on the $4.25 
Cumulative Preferred Stock and 
a dividend of $0.15 per share on 
the Common Stock; both pay- 
able July 1, 1950 to stockhold- 
ers of record at the close of busi- 
mess on June 15, 1950. Transfer 
books will not be closed. Checks 
will be mailed. 




















V. Pres. & Secretary be i 


bi Wn. J. WILLIAMS, 














Sept. 15, 1950 (Philadelphia, Pa.) 

Bond Club of Philadelphia Field 
Day at the Manufacturers Coun- 
try Club. 


Sept. 26-30, 1950 (Virginia Beach 
a.) 

Annual Convention of the Na- 
tional Security Traders Associa: 
tion at the Cavalier Hotel. 


Oct, 12, 1950 (Dallas, Tex.) 


Dallas Bond Club Annual Fall 
Meeting. 


DIVIDEND NOTICES 


GUARANTY TRUST COMPANY OF NEW YORK 


New York, June 7, 1950. 
The Board of Directors has this day de- 
clared a quarterly dividend of Three Dollars 
($3.) per share on the Capital Stock of this 
Company for the quarter ending June 30, 1950, 
payable on July 15, 1950, to stockholders of 
record at the close of business June 15, 1950. 

MATTHEW T. MURRAY, Secretary. 











INTERNATIONAL BUSINESS 
MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 141st Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable June 9, 1950, to stockholders of record 
at the close of business on May 22, 1950. Trans- 
fer books will not be closed. Checks prepared 
on IBM Electric Punched Card Accounting 
Machines will be mailed. 


A. L. WILLIAMS, Vice Pres. & Treasurer 
April 25, 1950 





THE ELECTRIC STORAGE BATTERY 
COMPANY 


199th Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend of fifty cents ($.50) per share 
on the Common Stock, payable June 
30, 1950, to stockholders of record at 
the close of business on June 14, 1950. 
Checks will be mailed. 


H,. C. ALLAN, 
Secretary and Treasurer 


Philadelphia 32, June 2, 1950 








St. Louis, Recky Mountain & Pacific Co, 
Raton, New Mexico, May 29, 1950. 
PREFERRED STOCK DIVIDEND NO. 106 
The above Company has declared a dividend 
of $5.00 per share on the Preferred Stock of 
the Company to stockholders of record at the 
close of business June 15, 1950, payable Junc 
30, 1950. Transfer books will not be closed. 


COMMON STOCK DIVIDEND NO. 103 


The above Company has declared a dividend 
of 50 cents per share on the Common Stock of 
the Company to stockholders of record at the 
close of business June 15, 1950, payable June 
30, 1950. Transfer books will not be closed. 


P. L. BONNYMAN, Treasurer. 





a> 


Ley 9 


Mining and Manufacturing 
Phosphate - Potash + Fertilizer - Chemicals 


* 


Dividends were declared by the 
Board of Directors on 
May 25, 1950, as follows: 


4% Cumulative Preferred Stock 
33rd Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Seventy Cents (70c) per share. 


Both dividends are payable June 30, 
1950, to stockholders of record at the 
close of business June 16, 1950 


Checks will be mailed. 


Robert P. Resch 
Vice President and Treasurer 


. 


INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 20 North Wacker Drive, Chicago 6 


(2395) 39 


Nov. 26-Dee. 1, 1950 (Hollywood, 
Fla.) 
Investment Bankers Association 
annual convention at the Holly- 
wood Beach Hotel. 


Dec. 8, 1950 (New York City) 

New York Security Dealers As- 
sociation Silver Anniversary Din- 
ner at the Waldorf Astoria Hotel 
(Starlight Roof). 





OIVIDEND NOTICES 





Utd to OLD TOWN 


RIBBON & CARBON 
COMPANY, INC. 


DIVIDEND No. 31 


The Board of Directors has declared a 
dividend of 30 cents per share on the 
Common Stock of the Company, pay- 
able on June 30, 1950 to stockholders 
of record at the close of business on 
June 16, 1950. 


JEROME A. EATON Treasurer 
June 6, 1950 


~ West Penn 


Electric Company 


(INCORPORATED) 





COMMON DIVIDEND 


The Board of Directors of The West 
Penn Electric Company has declared a 
quarterly dividend on the Common Stock 
of the Company in the amount of forty- 
five cents (45¢) per share, payable on 
June 30, 1950, to stockholders of record 
at the close of business on June 12, 1950. 


H. D. McDoweELt, Secretary 

















Safeway Stores, Incorporated 


Preferred and Common 
Stock Dividends 


The Board of Directors of Safeway 
Stores, Incorporated, on May 27, 
1950, declared quarterly dividends on 
the Company’s $5 Par Value Common 
Stock and 5% Preferred Stock. 

The dividend on the Common 
Stock is at the rate of 50c per share 
and is payable July 1, 1950 to stock- 
holders of record at the close of busi- 
ness June 21, 1950. 

The dividend on the 5% Preferred 
Stock is at the rate of $1.25 per share 
and is payable July 1, 1950 to stock- 
holders of record at the close of 
business June 21, 1950. 

MILTON L. SELBY, Secretary. 
May 27, 1950. fi 





— -{ 


SER BOHAD 
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COMMON STOCK DIVIDEND 


6lst Consecutive Quarterly Payment 


The Board of Directors of Seaboard 
Finance Co. declared a regular quarterly 
dividend of 45 cents a share on Common 
Stock payable July 10, 1950 to stock- 
holders of record June 22, 1950. 


PREFERRED STOCK DIVIDENDS 


The directors also declared regular 
quarterly dividends of 65 cents a share 
on $2.60 Convertible Preferred Stock, 
and 33% cents a share on $1.35 Con- 
vertible Preferred Stock. Both preferred 
dividends are payable July 10, 1950 to 
stockholders of record June 22, 1950. 


A. E. WEIDMAN 


May 25, 1950 Treasurer 
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Washington... | 


Behind -the-Scene Interpretations 
from the Nation’s Capital 


WASHINNGTON, D. C.— Two 
of the most widely accepted cur- 
rent “certainties” of this capital 
are that Congress will not ad- 
journ at the very earliest until 
mid-August, and that there will 
be no tax law enacted this ses- 
sion. 


It is admitted that the cur- 
rently available evidence ives a 
preponderant support to both of 
these outlooks, and yet it is pos- 
eible to foresee developments 
which could change either or 
both of these prospects in a few 
weeks. 

Until recently, everybody prac- 
tically assumed that Congress 
“ust could not hang around” 
Jonger than July in an election 
year, that the boys were too hot 
and bothered about getting re- 
elected to fuss around all summer 
with legislation, and that no mat- 
ter how bleak the outlook for ad- 
journment apppeared, come July 
the legislators would fold up their 
tents and quietly or otherwise 
steal away. 


Wow the stampede is in exactly 
the opposite direction. The social 
security bill will take three weeks 
of Senate floor consideration, and 
the conference with the House an- 
other three weeks, before that is 
out of the way, or so it is opined. 
The Senate Appropriations Com- 
mittee has not even brought in its 
own version of an overall supply 
bill for fiscal 51, and when this 
4oees come on the floor, it will 
take another three weeks of floor 
eoensideration. Then, if there is 
te be a tax bill as well, it just 
wouldn’t be humanly possible for 
the Congress to finish up before 
Labor Day at the earliest. This 
ia exclusive of a parcel of lesser 
bills, many of them controversial 
and requiring some consumption 
of time. 


There is no doubt that the pres- 
eat outlook is bleak. The pros- 
pects for a late adjournment are 
heightened by the fact, paradoxi- 
cally enough, that the House is 
just about through with its sched- 
wles. All the House members are, 
as usual, up for election. Only 
one-third of the Senate is elected 
each two years. The House boys 
can be absent in droves, coming 
back only from time to time from 
the fields of political battle to sit 
out a conference On an appropria- 
tion bill or some other legislation, 
and then skin out of town again 
while the Senate sweats it out. 


There are two intangibles, how- 
ever, to bear in mind. One of these 
fis that when the Senate gets anx- 
fous to quit, it can pass great 
zobs of controversial legislation 
with a speed that would make the 
head snap. Instead of taking 
three weeks, the Omnibus  ap- 
propriations bill might be got out 
of the way in three days. In times 


And You 


past, before the appropriations 
were tied up together, the Senate 
has been known to begin consid- 
eration of a major supply bill and 
complete it in a little more than 
two hours. 


Secondly, the President has 
shown no sign as yet of whipping 
the boys to enact his program, 
and the boys have let Mr. Truman 
know that they don’t mean to be 
whipped—Democratic boys, that 
is. 


So all it needs is a change in 
the mood of the Senate, and these 
changes in mood sometimes come 
with surprising speed. Thus a 
late session is not yet a certainty, 
even if it seems to look that way 
today. 


* * * 


The way the tax bill has got 
itself tangled up has been rather 
widely press-written. 

There is every reason to sus- 
pect that at least part of the mess 
is due to an unreached concert 
of motives between Republicans 
and Democrats to sabotage the 
bill, and the delay of the bill in 
House Committee suggests no seri- 
ous attempt to get the bill en- 
acted into law this session. 


Republicans, of course, pri- 
vately, want Mr. Truman to veto 
the bill. They want the veto to 
stick. Then they have the beauti- 
ful campaign issue of the Presi- 
dent taxing and taxing and 
spending and spending. A good 
many Democrats want to save the 
President the embarrassment of 
having to veto a tax bill in an 
election year, and of thereby giv- 
ing the Republicans a campaign 
issue, 


It is not a question of Republi- 
cans and Democrats on the Ways 
and Means Committee getting to- 
gether in either a smoke-filled or 
an air-conditioned room. It is just 
that loading the bill in a way to 
harm its chances meets these ut- 
terly diverse objectives. 

On the other hand, there are 
many Democrats who feel that 
the score politically will weigh 
heavily in the President’s favor 
to let get approved, a stripped- 
down tax bill, and many Republi- 
cans as well as Democrats will 
assert privately that despite the 
President’s express threat to veto 
a bill without compensating tax 
increases, Mr. Truman can be per- 
suaded to let a stripped down bill 
get into law. 


It will be from four to six 
weeks yet before a “moderate” 
bill can be ruled out altogether 
this year. When and if the House 
passes the bill, then the time will 
come for the Democrats promot- 
ing the stripped-down bill to see 
whether the arrangement can be 
sold. If sold it will be put across 
fast. Republicans would not dare 





Underwriters and Distributors 
of 


Investment Securities 


MERCER Hicks CORPORATION 


The Commercial and Financial Chronicle . 





BUSINESS BUZZ 












































‘““Ah’m sorry, suh, but ah refuse to transact any business 
with yo’all except on the SOUTHERN side of the floor!’’ 


openly to sabotage such a maneu- 
ver, even if it were to their dis- 
advantage politically. 

%: a %: 

Rep. Frank Buchanan's latest 
maneuver to dragnet in an en- 
cyclopaedia of information about 
what was spent by some 166 lead- 
ing U. S. corporations in any way 
affecting any public issue which 
might be the subject of Federal 
legislation, is something which 
will raise a first class fuss in a 
short time. 


Mr. Buchanan, a former high 
school teacher of economics, is 
Chairman of the special Lobbying 
Investigation Committee of the 
House. He issued under his sig- 
nature an elaborate, three-page 
questionnaire to these corpora- 
tions with a demand for the re- 
turn of the information by June 
15 at the latest. 


The questionnaire asks for a 
complete listing of all travel ex- 
pense of any person sent by any 
of these firms to Washington, 
D. C., from 1947 to date; his name, 
title with the company, and pur- 
pose of making trip. This weuld 
pose quite a problem for Sun Oil, 
for instance, which trucks all its 
products to the nation’s capital. 
With some big firms, such as Gen- 
eral Motors, with large staffs here 
for doing business and numerous 
trips of executives to the Wash- 
ington office, such a detailed rec- 
ord would be voluminous, 

Mr. Buchanan also wants a 
complete detailed listing of all the 
expenses of the maintenance of a 
Washington office, including ex- 
penses for salaries, telephone, 


telegraph, rent and office sup- 
plies since 1947. 


The third schedule on Mr. Bu- 
chanan’s ambitious questionnaire 
also calls for a detailed listing of 
all expenses of any of these com- 
panies for putting out duplicated 
matter on any issue which might 
become the subject of Federal 
legislation. 


Under a fourth schedule the 
companies in question would be 
required to list their contribu- 
tions, if any, to a list of eight 
specific organizations generally 
reputed to stand for conservative 
programs. 


All expenditures made by the 
subject corporations for any ad- 
vertising on any matters which 
might become the subject or were 
the subject of Federal legislation, 
proposed or otherwise, also must 
be listed, with details, dates, and 
if possible, copies of the adver- 
tisements, also would be required 
under another schedule of the 
Buchanan questionnaire. 


Under a third schedule Mr. 
Buchanan would obtain from each 
company a comprehensive report 
of all its contributions to any edu- 
cational or trade organization. 
Thus, all contributions paid to 
trade associations, chambers of 
commerce, associations of manu- 
facturers, and the like, would be 
required. 

If a company printed any book 
or pamphlet, it would have to list 
this and its expenditure therefor. 


Finally, the Buchanan ques- 
tionnaire would require the list- 
ing of all expenditures to “in- 
fluence legislation,” and “direct 
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or indirect,” including the costs 
of appearing before Congressional 
committees. It is noted that even 
the Lobbying Act exempted the 
appearance before committees un- 
der the ancient and Constitutional 
right of petition. 

It is reported in informed quar- 
ters that Mr. Buchanan’s attempt- 
ed invasion of business privacy 
was issued without the approval 
of the Lobbying Committee and 
without telling about it in ad- 
vance to Republican members. 
There is substantial doubt as to 
the legality of the questionnaire. 

Incidentally, the questionnaire 
guarantees no privacy of the in- 
formation sought. 

* a 4 


Bluntly the new General Mo- 
tors contract with the United Auto 
Workers, it is asserted here, has 
the effect of guaranteeing that in- 
creased productivity in that com- 
pany’s operations shall be passed 
on to labor. Heretofore the ad- 
vantages of higher productivity 
were shared among consumers, 
labor and stockholders. 


With the wage outlook ahead 
for the motor industry as a whole, 
the prospect is said to be against 
any overall reduction in car prices 
for the next two or three years. 
Those firms which have no im- 
portant retooling expense may 
make token reductions in car 
prices. Those which are forced 
to make rather extensive model 
changes may be expected to in- 
crease some prices. 

% a: a: 

House leaders, it is reported, 
have privately passed the word 
to the White House that they will 
not wear themselves out consid- 
ering on the floor the proposed 
ratification of the International 
Trade Organization when there is 
scarcely a chance the Senate will 
approve it. 


(This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 
the “Chronicle’s” own views.) 
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